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NATIONAL BCONOMIL POLICY 


TURNING ECONOMIC POTENTLALITLES INTO ACTUALITIES DISCUSSED 
Beijing RENMIN RIBAO in Chinese 8 Aug 80 p 5 


[Article by Sun Shanqing [1327 1424 3237): “On How To Make the Moat of 
Economic Superiority") 


[Text] In order to better implement programe for getting the most out 

of economic superiority, ic te firet necessary to clarify the concept of 
economic superiority. In terme of the conditions for its formation, so- 
called economic superiority may be d.vided into two types. One type is 
determined by natural conditions, and is manifested in economic advantages 
or strong points, ae for example the soil and climatic conditions neces- 
sary for certain kinds of agricultural production, certain geographical 
conditions adve,.c(ageous for industrial production, various natural re- 
sources, etc. The other type is determined by historical conditions, 
manifested in economic advantages or strong points such as historically 
formed advanced industrial areas, good technological foundation, fairly 
numerous engineers and technictane and other technically trained workers, 
good conditions for the conduct of social production, good transportation 
conditions, and good energy supply. In places in which capitaliem de- 
veloped early in history, where a commodity economy is developed, there is 
a tradition of experience in the organization of commodity production and 
commodity flow, a familiarity with markets, and numerous persons capable 

of organizing and managing large-scale social production. In historically 
formed areas for the development of agriculture, forestry, sideline occupe- 
tions, livestock raising, or fisheries, the local people posses production 
skills and management experience, etc. It must be realized that the economic 
superiority formed by the aforementioned two types of conditions is inter- 
linked, and a superiority determined by historical conditions is frequently 
interrelated with special natural conditions. Superiority determined by 
natural conditions ie constantly manifested, moreover, in historical 
development . 





The substance of economic superiority may be divided roughly into three 
epheres. One is the superiority conferred by geographical position, as 
for example a plant that is located both close to raw materials product ion 
sites and good transportation and communications; or a famous scenic area 
with famous mountains and great rivers where tourism may be developed; or 
a natural environment favoring agriculture. Second is superiority in 
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equipment and technology, such ae Che More advanced equipment possesned 

by industrial plants or production teame and a fairly high technical level 
for technicians and workers, Third is the superiority of management and 
administration, as for example, a good number of people versed in adminis- 
tration and management among exist ing sanagerial personnel, 


Superiority exists in a comparative sense, The opposite of superiority 
is inferiority, Superiority and inferiority, long pointe and short points 
are all comparative, Only by comparing one industrial plant, one produc- 
tion team, one prelecture, one sector, of even an entire country with 
another unit, prefecture, sector, or country can one truly understand and 
grasp one's own superiority. in the case of economic superiority, except 
for certain superlorities determined by natural conditions, which are 
absolute, most others are relative, if we lie down on our own various 
economic superiorities end sleep a big sleep inatead of vigorously nur- 
turing them and developing them, these supertorities may turn into parity 
or even inferiority. Gontrarily, if we act in a practical way taking 
facts as our guide, take our superiorities in hand and strive to make the 
most of them, these superiorities may then be relatively increased 
through practice. 


Superiority develops through competition. Competition is the driving 

force for every economic unit in making the most of its own supertorities. 
A socialist economy is also a commodity economy in which the laws of value 
continue to play a definite regulatory role. Each and every relatively 
independent commodity production unit has to obtain greater economic 
resulte and through competition it gust truly recognize and teke full 
advantage of its own economic superiorities. If it does not, it will lose 
out and be unable to hold ite position. In order to make the most of 
economic superiority, ic is necessary to preserve the competition that 
inevitably exists in a socialist commodity economy. To abolish competition 
artificially or to show scant concern for economic results, and ea. out 

of a common pot, will most definitely not result in making the most of the 
power in economic superiority. Planned competition forces every product ion 
unit, every place, and every sector to make the most economically of its 
own economic superiority, and the entire country thereby derives greater 
economic benefits. Though there will be a certain amount of conflict under 
some circumstances between the overall economy of the country and the 
economic benefit of production units, locales, and departments, nevertheless, 
they are virtuaily identical and there is no need for one to be sharply 
pitted against the other. 


Thirty years of experience in economic construction has told us that in 
the quest for economic development there is a most fundamental principle, 
and that is that one must not under any circumstances fly in the face of 
objective laws and do something foolhardy from a position of inferiority. 
The disregard for numerous differences that was so rampant in the past, 
and an economic policy of a single solution for every problem, as for 
example the ridiculous practice of slowing development of coal production 
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in areas Navine a lot of coal when areas south of the Yangtze River needed 
coal, Was not making the moat of superiority but rather putting clamps on 
superiority, cucetne down supertority, and a stupid matcer of ineteting on 
putting capita! inte tnfertor stevaciona that should have been avoided, 
whic) caused damage to the wealth of the working people. Therefore, ‘t 
muat be sald that the proposing and carrying out of a policy of getting 


the moet from superlority, etveseing the long pointe while avoiding the 
shor! oo love, coming ae le does after we have paid in tremendous economic 
logees, ts a selentif fc summation of Qiina's historical experience in 


COMM i onat ruct i mn, 


in es#ence aking che most of economic superiority je another way of 
using methode [5 accordance with economte lawe to manage economic en- 
deavore. tn order to help economic superiority in all ite aspects, 
variou necessary condtetons must be actively created in accordance with 
the requirements of economic laws in the system of economic management, 


economte poltey, and economic methods. 
‘nder bina’ « sectallet system, excellent conditions exiat for making the 
moar of econemte supertortttes, <A potential ts provided for a proper 


Linking together and unified explotta-ton of both partial economic superiority 
omc com olete econemtc supertority., But to translate these potent talities 

into sctualittee, it te necessary also to properly handle conflicts over 
econow! beoef lis amone vartous avheres. For examole. if it is desired 

that « reoton that oreduces raw materiale should cake fullest advantage of 


its subertorics chen the more teow materiale thev vroduce and the finer 
the sualite. the ereeter should be the economic benefits thev obtain. If 
they prox sore without receiving commensurate benefits, or if the more 
they produce Che greater their economic losses, no one will have any en- 
thustaem for waking the moet of superiority. If no consideration is given 
to the welfare of the place that produces the raw materials, they will 

do the process'ng themselves because conditions for doing the processing 
are conveatent and there ts a profit to be had. But the historically 


formed supertority tn processing lies elsewhere. The new processing in- 
dustry begun In the area of production of the raw materials has poor 
equipment, low technology, and uees superior grede raw materials to pro- 
duce low grade producte with great waste. Inevitably, this situation wiil 
put pressure on the supply of raw materials to processing units possessing 
advanced technology, restricting others from making the most of their 
euperiority and chereby impairing overall economic results. But depending 
on the argument that a part should submit to the will of the whole in solv- 
ing thie problem will not prove wholly effective. Reforms will have to 

be made in the economic management system on matters of pricing and tax 
revenues @o that the raw materiale producing area's genuine economic wel- 
fare te suitably looked after with a portion of profits from processing 
being returned to the producers of raw materials. Joint enterprises are 
also a new way of solving this problem. If the raw materials producing 
unite are brought into a joint company or specialized company under unified 
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management, or if a joint enterpriee de formed, or if the producers of 

raw materiale are given priority in daveating in the processing enterprises 
in an overlapping of capitai, the conflict tn economle welfare may be 
modulated, making it possible, chereby, for the economic superiority of 

a part and of the whole to be made the most of, 


inder the condiciones of a socialist commodity economy, making the most of 
economic superiority means waking che moat of the regulating function of 

the lawe of value, and making full use of advantages result ing [rom products 
for which the houre of Labor requiced are lower than the average prevailing 
in the soclety to derive greacer earntnge. Thies requires that prices must 
be commensurate with or near to value. 


Growth of commodity clreulatton te @ major economic condition for making 
the most of economic supertority, That we have been unable to make the 
most of supertority in the past was intimately related to che erroneous 
notion that the socialist economy and a commodity economy were in op- 
position to each other. Feudel ideas and methods such as a natural 

economy «f self-sufficiency, mutual blockading, and shifting one's troubles 
on to others ail ran counter: to making the most of supertocities. In order 
to make che most of superioricies, one cannot practice big and complete or 
little and complete, nor can one practice completely independent entities 
everywhere. Goods thet are superior in quality or superior in quanity 

and are produced everywhere have to have unblocked commodity channele into 
which they may flow so that their rapid marketing may be assured, and so 
that needed materiale may aiso emoothly enter. The lack of development 

of commodity ftiow in China is pronounced in this area. Recently, Zhejlang 
Province, which has scant coal deposits but is superior in economic crops, 
used its economic crops in an exchange with Shanxi Province for coal, 

which is abundant thece, with benefite in making the most of the economic 
supertority of both parties, and with real benefite for both. It goes 
withouc saying ‘hat tf commodity circulation is not developed and one 
production unit not allowed to deal directly with another, or exchange what 
one hae for what one does not have, eo that places lecking steel and iron 
cannot obtain supplies of steel and iron and cotton growing areas are 
unable to obtain a supply of grain, economic superiority will be suppressed. 
if while calling for making the most of economic superiority changes are 
not made in specific policies of applying common solutions to all probleme 
with prompt reductions in requisition purchase quotas for grain in areas 
growing economic crops, superiority will also be hard to make the most of. 


A problem currently exists in reviving superiority and in establishing 

the material conditions for taking full advantage of superiority so that 

each unit's and sector's superiority may be fully expressed. For example, 

in the broad prairie lands of our country, superior conditions exist for 

the development of the Livestock industry, but they have been damaged for 

a long time by the extreme left line. Now, in order to make the most of 
their dominance, there will have to be planned action to do necessar: 

things such as gradual solution to the problem of irrigation of the prairies, 
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application of fertilizer, improvement in grazing grasses and types of 
Livestock, disease prevention and the building of livestock enclosures 
and Livestock shelters, and conatruction of facilities for the herdemen, 
Simultaneously with the development of the prairie lands livestock industry, 
there will have to be a commensurate catching up in construction of commu~ 
nications and tranaportation facilities, energy, and processing. Uniese 
these thinge are done, we will see the production of large amounte of 
dairy producte that cannot be hauled away or processed, and we will watch 
helplessly ae they turn rancid and are thrown away. If we are unable to 
overcome weaknesses in an extensive livestock industry, a single snowstorm 
can cause widespread death of Livestock. The building of the various 
material conditions necessary in order to make the most of superiorities 
requires material and financial guarantees. 


Making the most of superiority ie a historical tide, and all concerned 
should actively make their own work conform to it. 
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NATIONAL ECONOMIC POLICY 


SOLUTION TO UNEMPLOYMENT DISCUSSED 
Beijing GONGREN RIBAO in Chinese 13 Aug 80 p 1 


[Article: “Liberalization of Policies Ie a Fundamental Means for Solving 
the Labor Employment Problem") 


[Text] Solution to the labor employment problem is a major matter of 
national importance. Stability of the social order, growth of the national 
economy, and an increase in the people's standard of living depend to a 
very large extent on a satisfactory solution to the labor employment prob- 
lem. For the industrial and communications front, this problem is inti- 
mately related to every business enterprise and, indeed, every worker's 
family. The CCP Central Committee views this matter with extreme concern. 
Recently, the CCP Central Committee convened a nationwide labor employment 
work conference, which summarized the lessons of the past 30 years of 
experience, decided on a series of major programs and policies, and pointed 
the direction toward reforms in the labor system. Even though numerous 
difficulties still remain in labor employment work, and though it remains 
impossible to thoroughly resolve the problem overnight, nevertheless, 

as a result of this conference, everybody's confidence has been streng- 
thened, and they see hope. We believe that the broad masses of workers 
throughout the land will also be filled with joy on this account. 


During the past 30 years, as the national economy has grown, labor 
employment work has made many accomplishments. OGurrently workers nat ion- 
wide number more than 100 million, a five-fold increase over the early 
period of the People's Republic in 1952. During the 3 years since the 
emashing of the “gang of four," in particular, the employment problem 
has been solved for about 20 million people nationwide. This has played 
a major role in the promotion of stability and unity, in giving impetus 
to economic growth, and in improving the livelihood of the people. But 
it has to be realized that China is a developing nation with a thin base 
and a large population where, as a result of our own mistakes in work, 
particularly the destruction caused by Lin Biao and the “gang of four," 
growth of the national economy has been slow or even halted or went back- 
wards at times. Many shortcomings exist in the economic structure, in 
population policies, in the labor system, and in the education system, 
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which gaglve rise to serious imbalances in the proportional relationship 
between population production and the production of material wealth, and 

a large amount of the population has to wait a long time for jobs. During 
the past several years, because of debts incurred as a result of 10 cata- 
atrophic years, a large number of the population awaiting jobs has con~ 
tinued to wait, while arrangements have had to be made as well for millions 
of lLaborera from citles and towns who entered the labor force each year, 
Meanwhile, im many state-owned enterprises, there ie overstaffing, more 
honds chan are needed, and not very high labor efficiency. Facing the dual 
pressures of a large labor force awaiting employment, and surplus personnel 
in some units, solution to the Labor employment problem seems even more 
formidable. 


Ours te a country with an extreme abundance of labor resources, The 
industriousness, courage, intelligence, and manual dexterity of the 

people could place China in a position of superiority. Of course, the 
rather Low scientific and cultura’ level of the Chinese people cannot 

but impair the quality of the labor force. Still, given a correct policy, 
and by giving full play to the superiority of the socialist system, the 
good points could be used to advantage while avoicing the shortcomings. 
Not only could the labor problem be solved, but this vast and mighty 

labor army could become a force possessed of competitive capabilities for 
the development of the national economy. During the first 7 or 8 years 
immediately following Liberation, we did indeed depend on correct policies 
to capidly heal the scare of war and bring about a rapid revival and 
growth of the national economy. Later on, however, a series of problems 
in the growth of our population, in the national economic structure, and 
in the system for managing the economy, and even in the distribution of 
national income were adversely affected by leftist ideology, which caused 
many errors. Reflection in the labor system could not be avoided, and 

the crux of the reason labor employment has become a serious problem lies 
here, 


During the early period of Liberation, a diversified economy and diversified 
ownership co-existed. We carried out a combined program of government 
arranged employment and employment provided by the masses themselves. 
Indivicual workers could seek work on the basis of their own expertise. 

As a result of this program, by 1956 we had virtually eradicated the phe- 
nomenon of unemployment inherited from the old society. The masses gave 
exceptional support to these methods, and characterized them as "two 
doors” emplovment vroerams. But after 1958. the diversified svstem of 
ownershio became « dual system of ownership, and the collective economy 
operated by the masses in cities and towns was, in fact, drowned in the 
one "big" and two "public" clamor. This closed this door for the masses 
seeking to find work for themselves, and it increasingly narrowed the 

road to labor employment. Objectively, it gave rise to an ever increasing 
labor force in society, which was in conflict with ever decreasing employ- 
ment opportunities. Consequently, today the labor employment problem has 
to be solved in its very fundamentals. First, there has to be a libera- 
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tion of the mentality, particularly a Liberation from the ill effecta of 
leftiam, and there has to be practical action, a liberalization of policies, 
and a atep-by-step reform of the entire economic syetem including the labor 
syetem, 


The i111 effects of leftiam on the labor employment problem are 

manifested primarily in the following two epheres: One is an inappropriate 
emphasis on "big" and “public” in production relationships, emphasis on 

a transition of the collective economy to an economy of all the people, 

a transition from email collectives to large collectives, and the reatric- 
tion or eradication of individual economy. Second is development from the 
“contracting” for a part of the labor force done during the early Libera- 
tion period to the so-called unified contracting and unified allocation 
system” in which all the labor force of cities and towns was taken on 

by the state. As a result, a series of confused notions grew up in people's 
minds. For example, they felt that only employment in enterprises owned 

by all the people could be considered employment. They felt their un- 
breakabie "iron rice bowls" were guaranteed in enterprises owned by all 

the people, but that the breakable "porcelain rice bowls" of collective 
enterprises were short lived. They thought that "unified contracts and 
unified allocation" were manifestations of the superiority of the socialist 
system, while individually sought employment was "capitalism," etc, etc. 
Obviously a clarification of this muddled understanding, the institution 

of reforms of the economic system and the labor system, and the broaden- 
ing of employment avenues to resolve the employment in a fundamental way 
was impossible. 


In the long run, the solution to the employment problem will depend on 

a reasonable restriction of population growth and continued increases in 
production. Restriction of population growth is a problem that has at- 
tracted the serious attention of ih entire party and the entire people 
at the present time, and one for which pertinent policies have been 
formulated, and some measures have been adopted for which the attainment 
of definite results will require continued future efforts. 


At the present time, solution to the labor employment problem lies in the 
liberalization of policies as part of the liberation of the mentality. 
Correct policies have to be applied to arouse to the full enthusiasm in 
every place, enterprise, among vorkers, and in every sphere of society 
for the vigorous development of the national economy, widening of produc- 
tion avenues, widening of employment avenues, and widening of educational 
avenues. These policies include the following, primarily: 


Production relationships must definitely be adapted to the laws pertaining 
to the levels of productivity. There can be no single solution applied 

to the system of ownership. So long as the absolute superiority of the 
socialist publicly owned economic system is maintained, diversified 
econom’c components and diversified management methods should be allowed 
to co-exist. There should be vigorous development of the collectively 








owned economy with pesponeibility for ite own profite and loses as well 
ae appropretate development of an individual eeonomy that does not exploit 
others, and through the betterment of the eyetem of ownership structure 
should come an incfeaee tn labor employment positions, 


The old reguletion whereby al! ef the labor foree has to be under contract 
to the estate @uct be dene away with, replaced with the institution em- 
ploymeat arranged by labor unite, under overall state planning and guidance, 
‘) 9 proefam (hat combines voluntary organisation for employment and 
lodividea! queste fer employment, 





Since the population of Giina te large and @oetly unskilled, o ° since 
the cultural and teelwical level of the labor foree te low, there wet 

be « step-by-step reform to the existing educational system that changes 
the divorcement of education from economic construction. Educational 
endeavere @uet be vigorously promoted, and a1] kinde of vocational educa- 
ti ton @uet be partioulerly emphasized eo that the etructure of education 
eatches Che eteucture of employment, and eo that the necessary conditions 
are -reated for development of the economy and expansion of employment. 


in order to widen the avenues of empl. yment and make the gost of China's 
superiority to abundent labor resources, in the course of developing 
enteroriees and unite with advaneed technical equipment and high labor 
productivity, greater development should be done, insofar as possibile, 
of labor tatensive industries, and of business, and service industries 
eo a8 to mprove the unit etructure and the technical structure of the 
national economy and absorb 4 large amount of Labor. 


it muet be realised that the pernicious influence of leftiem has vet 

to be completely eradicated, and that al! kinde of muddled notions have 
to be ewept away. Ae with any policy, the various policies relating to 
jabor employment will run inte various kinds of resistance in their 
implementation. We @uet inetitute planned, probing, and met iculous 
ideological work. fvery echelon of OCP committees and of labor unions on 
the industrial and communtcations front must liberate their mentalities, 
and implement CCP Central Committee programs and policies, which promote 
progress. Only when the mentality te on the right track cam pelictes be 
on the right track, methods be on the right track, and difficulties be 
capable of being overcome. We believe that only through a genuine libera- 
tion of the mentality, through being practical, and through adoption of 
active and cellable concrete steps will it be definitely possible, while 
developing production, to find a good solution to the labor employment 
problen. 
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NATIONAL ECONOMIC POLICY 


ON PROBLEMS OF ECONOMIC RESULTS 


WK220715 Beijing JINGJL YANJIU [BCONOMIC RESEARCH) in Giinese le 6, 
20 Aug 80 pp 8-12 


[Article by Gui Shiyong (2710 0013 6978): "Probleme Concerning che Improve- 
ment of Overall Economic Results") 


[Text] With the etrategic shifting of the emphasis on work throughout the 
country since the 3d Plenary Session of the Lith CCP Central Committee, 4 
series of important changes have started in economic work, One of the key 
changee is the ewitch from the previous disregard of economic resulte to the 
track of striving for economic resuite. This ise a great change in the guid- 
ing thought of economic work; the important significance of such 4 change 
will become more and more evident. 


Ae far a® the socialist economy based on collective ownership ise concerned, 
striving for economic results must firet be implemented in the overall pol- 
icy-meking and planning of the economy. in thie connection, I think that 
there are several relatively prominent problems which need to be properly 
studied and diecussed. 


The Problem Concerning the Ratio Between Consumption and Accumulation 


This problem refiects the relationship between production and construction 
and the daily life of the people. Whether or not this problem is properly 
handled has an important bearing on whether the national economy can develop 
in a healthy manner and achieve good resuite. Our country has 4 huge popu- 
lation but a weak economic foundation; the living standard of the people in 
both urban and rural areas is relatively low. In view of such a reality, 
we cannot have too high an accumulation ratio but must pay special atten- 
tion to improving the resulte of accumulation. This of course does not 
mean that the lower the accumulation ratio is, the better the resulte will 
be. Accumulation provides an essential resource for expanding reproduction; 
without the necessary accumulation, it will not be possible to effect 4 con- 
tinuous development of the economy. Since we are at the stage of pioneer- 
ing, we should accumulate more capital within the possible limite for the 
use of production and contruction. However, the proportion of national 
income for accumulation at 4a given period is restricted by actual economic 














vmiitions and canmet be fined at whatever level people desire, At this 
point, Gwe beetle Limite @guet be considered; one is to insure the necessary 
improvements ta the dally life ef the peepie on the basis of developing pro- 
duction aod talelae Labor produetivity, the other is that the magnitude of 
acowmlation @uat be able te cope with the surplus means of production after 
the feeds of siaple repreduetion have been secured, To fix an aeeur istion 
ratio to Nigh eo that Lt exeeeds these twe baste Limite will not only fail 
io pfemete the development ef preduetion and construction but will alee lead 
(9 » eet lee of dlelecations in eeenemic ratios and relationships and hamper 
he Je clepment of the national eeonomy, 


what are the “necessary” improvements in the daily life? This is a problems 
ailing for quantitative feseareh based on eonerete historical conditions, 
hari Mare sald that after the seetety of collective ownership was established, 
the fecessary products of workers would break through the limitations of the 
value of the Leber feree and expand on the one hand to the limite required 
by the comprehensive development of the people and on the other hand to the 
jimite allowed by the development of production, (Marx: “Das Kapital,” 
Vol i, p 578) Obwheusly, thie carries the condition that productive forces 
have feached « higher level, Our present level of production is still rela- 
‘ively low, Tt le get yet possible to demand improvements in the daily 

‘ile aised at 4 comprehensive development of the people or other excessively 
sigh etanderde. Otherwiee, this will net be realistic and will hare the 
faciliciee of the people, However, our country is a socialist estate; in 
accerdar e with the requirement of fundamental lawe of socialist econony, 

it te nermally entirely necessary to improve the life of the people year by 
year with the erewth of production, Sometimes, for the sake of readjusting 
the economic ratios and relationships, the growth of consumption can be made 
larger of ewallery but generally speaking, it is necessary to insure that 
living stendarde of the people continue to improve and to keep the extent 

' ewe) growth lower than that of the growth of production so that the pace 
of @rowth ie the awerege wages of workers is lower than the pace of growth 
in prodectivity while both the current and long term benefits of the people 
will be taken care of, When planning the ratio between consumption and ac- 
cumulation, Uf the fundamental limit of making appropriate improvements in 
the Life of the people is set taken into account and aleo if part of the 
workere’ necessary products are persistently set aside for accumulation, 
then thie will certatnly lead to a dislocation in production and construc- 
tion from the eaterial welfare of the people, frustrate the enthusiase of 
(oe Masees for production, hamper economic development and even affect the 
reproduction of the labor foree. When the level of accumulation exceeds 

the capability of the supply of the means of production, thie will also 
lower the economic resulte of production and construction. This is because 
on the one hand it will cause capital construction to take up the goods and 
materiale which should be used for current producticn and maintenance, thus 
affecting the utilization of the existing production capability. In addi- 
tion, it will lead to 4 gap in the supply of construction materials, extend 
the conetruction period and lower the results of investment. it has been 
proved by long tere practice that the result of not proceeding from basic 
conditions ia out country, hoping for quick success in economic construction 
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ae well as aiming at unrealletioaliy high aecumulation ratio and carrying 
Out exteneive coneifuction in disregard of feality ie not improving but 
lowering the economic results, Thies ie a very impressive lessen, The lead- 
ing comrades of the party Central Committee have frecentiy pointed out that 

it ie necessary to reduce step by step the acewmulation ratio to about 25 
percent, Thie le 4 demand in Line with reality in our country and ie put 
forth on the basis of summing up experiences, We should firet achieve this 
target and then regularly keep the acewnulation ratio at an appropriate level 
within the two fundamental Limite mentioned above, 


{[WK220721) The Peoblem of Readjuseting the industrial Structure 


At present, heavy industry carries too much weight in the national evonomy 
while agriculture and Light induatry are not receiving enough attention, 
Such 4 Structure causes large amounte of capital and materials to be used 

in producing intermediary products and expanding reproduction while there 
are not many end producte for direct consumption by the people. This is an 
important sign that economic results are sot high. To allow our economic 
activities to obtain better results that suit our purposes, it ie necessary 
to readjust the industrial structure inte a lighter one, That ie to say, 

it is necessary to speed up the development of agriculture and light tndus- 
try and to let heavy industry further serve agriculture, light industry and 
the market, We gust make strenuous efforts to further develop the production 
of the means of coneumption to satisfy the growing needs of the people. At 
present, most seane of consumption are produced by agriculture and light in- 
dustry; the development of agriculture and Light industry can also provide 
more careet opportunities and capital accumulations as well as increase the 
financial income and foreign exchange earnings of the state. Thies is very 
essential for developing heavy industry in 4 better way, dealing with the 
relationship between production and daily life or between production and 
construction in 4 proper manner as well as enabling the whole economy to 
enter into a healthy cycle and vigorous development. in fact, we put forth 
long ago the principie of making plans by using agriculture as the basis and 
industry ae the leading factor ae well as following the order of agriculture, 
light industry and heavy industry. Unfortunately, this principle was not 
implemented in most years. Very often, an excessively high development 
target was fixed for heavy industry, particularily for the steel and iron 
industries, in disregard of actual conditions as a result, planning of the 
national economy then centered around this target, large amounts of money 
and manpower were drawn into the self-circulation of production and con- 
struction of heavy industry at the expense of agriculture and light indus- 
try, thus lowering the overall economic results. Such a practice went com 
pletely against the actual conditions in our country. To put forth the 
principle of readjusting the industrial structure into a lighter one does 
not mean to abandon the “evelopment of heavy industry. Agriculture, Light 
industry and heavy industry are closely related and each one helps to boost 
the other two. The development of agriculture and light industry requires 
the support of heavy industry; such support will become more and more in- 
portant as development moves forward. The crux of the problem is that it 
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ie Necessary to plan the course, apeed and scope of the development of 
heavy taduetry by closely adhering to the practical needs of agriculture 
and Light induetry (aad ef course the needs of national defense and other 
aspect® ae well) eo Chat heavy tndustry can really serve to boost agri- 
culture and light taduetey, At the same time, with the development of 
production techniques and the rise in the consumption level of the peorie, 
the heavy toduetrial sector should aleo manufacture more and more consumer 
goods of « corresponding technol: gieal standard to meet the needs of the 


naar vet 


‘he induetetal structure le 4 very complicated problem, The division of 

the etructure into agriculture, Light industry and heavy industry still 
canhot accurately feflect the relationship between the two major categories 
of production, namely production of the means of consumption and production 
of the @eane of production; besides, it is not scientific enough to simply 
incofporate energy, communications and building industry into heavy indus- 
ity, while certain sectors which are becoming more and more important such 
a8 commerce, service trades, public utilities in urban areas and so on are 
oot thc luded tate euch 4 diviston, Hence, it is obviously not appropriate 
to put all che areas of the industrial etructure within the national economy 
vider the relationship of agriculture, Light industry and heavy industry. 

it ie indeed necessary to make serious studies on the waye to classify in- 
Juatries in 4 more sclentific manner so that it is possible to obtain better 
economic fesuite by planning and organizing the economy in a rational manner 
according to the internal relations of the various industries. 


The }roblem Concerning the Relationship Between Speed and Effects 


Speed le oo expression of result®, but the two cannot be equated. In 
actual lite, how to handle the relationship between speed and results is 
one of the key problems when making policies for the overall economy. 


| thiak that economic results should be placed in the top position so that 
epeee Le subordinate to resulte. In the work of planning, speed must be 
coneidered under the prerequisite of striving for overall economic results 
and mot vice versa. Hence, there are two principles which we must insist 
on. 


Firet, oCeady growth rates must be obtained under the prerequisite that the 
rates are to Line with the economic ratios and deve'opment. The national 
ecomomy ie an organic whole; only by adhering to the ratios will there be 
reasonable and suetained growth. Practice has proved that the result of 
violating thie principle by putting undue emphasis on one or two sectors in 
order to pursue high epeed is a dislocation of ratios and the more haste, 
the lees speed. Such a practice of disrupting the : atios in order to pursue 
higher speed aleo occurs in many aspects. in capital construction, the prin- 
ciple work or the “skeleton” is etressed but the subsidiary work or the 
“flesh” te ignored; in production, the main machinery is stressed but the 
parts are ignored and so on. Experience has told us that all these prac- 
tices not favorable to improving economic results. The speed may seem « 
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bit higher for @ certain period, bul many uther aspects are squeesed out and 
4 laree amount of debte are built up; in return, these debts will have to be 
repald at a guch higher cost dWK220729) Therefore, in order to strive for eco- 
nomic results, Lt is necessary to improve the overall balance, to handle 
correctiy the key and the general as well ase the long term and the short 
term reiations and to gain speed under the prerequisite that the speed must 
be in line with the economic ratios, 


Second, it is necessary to gain solid apeed under the condition of striving 
for varieties, improving quality and reducing consumption, At present, the 
speed of development is computed on the basie of total output value, To 
pursue output value and output volume lopsidely ta a stubborn disease hamper- 
ing the improvement of economic resulte and must be resolutely cured once 
and for all, Such @ practice aime at gaining an undeserved reputation but 
invites real trouble; superficially, the output value may go up and the 
financial income may increase, but in fact there ie an absence of corres- 
ponding material substance. In certain cases, what ie produced does not 
even cover what is consumed in the production process and the economic re- 
sult i@ negative. According to statistical figures, our speed of develop- 
ment over the past 30 years was not slow; but the economic strength of the 
country has not increased correspondingly nor has the life of people been 
improved. One of the main causes leading to such a phenomenon of "quick 

in one aspect but slow in two other aspecte” is precisely the practice of 
pursuing high output value in disregard of varieties, quality and consumption. 
Therefore, in order to strive for economic results, it is necessary to insist 
on the principle of combining the efforts to achieve greater, faster, better 
and more economical results with an aim to obtain greater and faster results 
from better and more economical results. 


Moreover, we must also seek the most reasonable speed under the condition of 
taking care of both overail and partial benefits as well as long term and 
existing benefits. While we cannot just stress the partial or existing 
economic results, we also cannot ignore the partial or existing benefits. 


The root cause of pursuing “high speed" in disregard economic ratios, eco- 
nomic results and actual capabilities is simply one word and that is the 
word “haste.” Since our country is poor and backward, it is quite natural 
that people are anxious to have the appearance changed speedily. Neverthe- 
less, it is precisely the poverty and backwardness as well as the Limited 
national capabilities which have aleo decided that socialist construction 
can only be achieved after a protracted period of hard work. We should 
proceed from actual economic conditions and not from subjective wishes, even 
if the wish is a good one, to plan our actions. It does not matter if things 
go slowly but it does matter if things go the wrong way. The pace of steady 
grovth in line with the reality is in fact not slow but fast; it is also 
this kind of down-co-earth speed that can bring about good results. 


The Problem of the Ways to Expand Reproduction 


For many years, whenever people talked about developing production. They 
had to submit plans to proceed with new items and establish new setupag 
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| course they would alee say Chat Lt ts necessary to put in a priority 
postition Che taske ef Capping potentials, and improving and reforming old 
enterprises, ut in fact they did not carry out these jobs, The depre= 
lation rate of our fiwed assets is not high and 70 or 50 percent of the 
depreciation fund drawn by enterprises ia taken away throug! various chan- 
nele for carrying out new items of construction, Such a practice haa on 
the one band gradually brought about lopsided developments in old enter= 
otises aod caused technteal conditions to remain unchangel for many years 
or 4 ome worse, on the other hand, it has continued to prolong the 
ap tas cometenection front and thus newly conetructed enterprises cannot 


so (oto operation after a long period, Jobs that require emall amounts of 
investment but generate quick returns are not done or done on a limited 
vctle; tnatead, Large amounts of financial and material resources are used 


for tghting a war of attrition, How can this improve economic results? 
it is sow clear to us that in order to strive for economic results, it is 
necessary to ehi.t the emphasise to renewing equipment and introducing tech- 
‘ological inmevations in old enterprises, This is because: (1) we have 
siready buile an independent and relatively complete industrial system under 
which there ta already a fairly complete range of industries forming an 
overal. dietributton pattern, On the one hand, the potentials of this in- 
trial foundation have barely been exploited; on the other hand, many 
se leton enterpriees built in the 1950's urgently need rejuvenating or re- 
formine. 2) The energy problem has become a prominent problem in economic 
Jevelopment. in order to solve this problem, it is necessary to place em 
phasis on beth exploitation and thrift. In the near future, however, thrift 
‘ould »« placed in the priority position; thie also requires a systematic 


Lecheologtcal reform within the existing enterprises. 3) At present we are 
arrving out the bullding of modernizations under the condition of having 
a fairly co.ltd industrial foundation but not enough capital. Only by plac- 


ing the emphasis on reforming the technology of old enterprises can the 
abilities of the broad masses of cadres, technological staff and workers 

be brought ftato full play and bigger resulte be achieved speedily with a 
smaller amount of capital, 4) At present there are not enough tasks for 
the mechanical industry, quite a large amount of the production capacity 

aid technological etrength is Left idle, There is also quite a large stock- 
price of steel satertal and electromechanical equipment. This provides con- 
ditions for renewing the equipment and carrying out technological reform in 
ola ooterprises by stages and in different groups. |4K220735] Marx said that expansion 
of reproduction could be in the forme of “external extension" or "internal 
contatoment.” Judging from the situation in some countries, economic de- 
velopment often starts to switch from an extensive orientation to an in- 
tensive orfentation when there is a shortage of labor. Our country has 

very abundant labor resources; but this cannot become an excuse for con- 
tinuing the practice of extensive management. We must realize that we do 
not have much capitel and that we are not rich in rw and semiprocessed 
materials, espectaily fuels. If we do not carry out timely reforms in a 
large number of old enterprises which consume large amounts of material but 
turn out products of poor quality and bring about a significant change in 
the appearance of their production techniques, then the development of in- 
dustry and even the progress of the whole cause of modernization will surely 
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encounter great difficulties, Of course, because we have ample labor forces, 
technological reforme tu our enterprises should also have their own charac= 
teristics, namely the emphasis should be placed on reducing consumption, in- 
creasing product varieties, improving qualities and increasing the output 

of products in short supply 48 well as reducing energy consumption, This 
should be the central task from now on, While reforming the old enterprises, 
it ig also necessary to actively develop the labor-intensive type of products 
and industries to create more career opportunities, 


Technological reforms of old enterprises should be carried out in conjune= 
tion with the restructuring of the enterprises, It is essential to draw 

up practical plane by adopting the method of integrating the top and the 
bottom and also to offer guarantees in the aspects of capital allocation, 
material supply, economic policies and eo on, Because of this, it is neces- 
sary to adopt some of the following methods; 1) Be resolute to control the 
scope of capital construction, With the reduction in the cost of production, 
depreciation rates for fixed assets of different trades and industries should 
be raised in different periods and more funde should be used in the areas 

of renewing equipment and reforming enterprises. 2) Put the new items of 
construction under strict control, When the construction items in progress 
are completed and put into operation, A large part of the spare investment 
for capital construction should be used for rebuilding and reforming the old 
enterprises, The employment of foreign capital and the introduction of tech- 
nology should also be integrated as far as possible with the building of con- 
struction items in progress and the reform of old enterprises. 3) An enter- 
prige should be given more power to renew the equipment and to carry out re- 
form under centralized planning and guidance. The depreciation charge must 
be fully reserved for the enterprise and can be used in conjunction with the 
enterprise's fund for production development, the depreciation fund for over- 
all repair and che bank loan for introducing technological measures. 4) 

Give full play to the bank's function of adjusting and supervising the use 

of capital; lay down different credit periods and Lending rates for different 
kinds of reform work carried out by different industries. 5) Organise stock 
companies for technological ‘anovation investment on the basir of voluntary 
participation by the enterprises and taking care of each partner's economic 
benefits in a rational manner to facilitate the concentration of capital and 
to advance the renewal of equipment and technological reform in a planned 
manner. 5) [sic=-number as given] The state should tax the investments and 
fix different tax rates for different investments so as to control the in- 
vestment orientation of enterprises and the scope of construction as well 

as to shorten the construction period. 7) To exercise overall control over 
the allocation of materials, the principle of “production comes before capi- 
tal construction, reform comes before new construction” should be strictly 
observed. The method of issuing coupons to families who should then make 
purchases with them should be implemented. 


The Problem of Giving Play to Superiority 


in simple terms, this means to practice “optimization” in all aspects of 
economic work. Without this, it is impossible to improve economic resuits 
. 
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apeediiy, As far as developing the economy of « region of an enterprise 

© concerned, the substance of this problem ta to expand soctaliat com 
modity production and soctaliat commodity .irculation, Our country has 

hot yet experienced the stage of a well developed commodity economy and 
only has a very low degree of socialization of production, fo develop 

the commodity economy, foster the division of labor in soetety and raice 
the socialization level of the whole economy are the ways we must follow 
during the stage of socialism in order to develop productive forces and 
improve overall economic results, For a long period, however, we contracted 
a kind of “commerctal-phobia," fearing that to develop a commodity economy 
would lead to capitaliem, Therefore, we imposed as many restrictions as 
poselble on such development. Under the tafluence of natural economic ideas, 
quite 4 few slogans and policies were used to encourage localities or de- 
partments to form their own self-reliant system as well as to encourage 

and prescribe an overall practice of “large but self-contained” or “emall 
but self-contained.” Ae a result, thie restricted the supertority of each 
area being given free play and even resulted i discarding good pointe but 
learning the shortcomings, wasting money anid manpower and seriously hamper- 
ing the development of the productive forces. A resolute change in this 
aspect is absolutely necessary in order to etrive for economic results, 


'K220745] Now, the principle of giving p.ay to superiority has received enthusiastic 
support from everyone. Serious study is being carried out in every place 

on how to publicize good points, avoid defects and give play to each areas' 
own superiority. This has brought new vitality to economic development, 

Of course, in order to actually carry out thie principle properly, there 

are still quite a number of problems to selve in ideological knowledge and 
economic policies. Here are some examples. What is the actual superiority? 
What sort of standard should be followed and what ind of factors should be 
considered in order to determine the superiority of a region or a department? 
iow should prices and tax revenue be read usted in a rational manner so that 
due economic benefits can be achieved when brioeing various forms of super- 
lority into play? How should we increase circulation channels and reduce 
intermediary links so that the localities can help supply each other's needs 
and overcome their shortcomings by learning (rom the strong points of others? 
iow should we safeguard competition and promote alliances eo that the locali- 
ties and enterprises and more effectively give play to their supertority 
through competition and mutual cooperation’? All these problems need to be 
probed and studied with an emancipated mind and a practical approach, 


The Problem of Economic Form and the Economic Manapement Svyatem 


The crux of this problem is tosuit production relations to the nature of 
productive forces and to suit the superstructure to the requirements of the 
economic foundation so as to mobilize the enthusias of different quarters 
and thus improve overall economic results. Since ou. country is big, situa- 
tions in different places are greatly different and the economic development 
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is extremely unbalanced, In view of this, “uniformity” cannot be practiced 
in the system of ownership; instead, it is necessary to adopt the form of 
diveraifled economy and the method of diversified operation under the con- 
dition of maintaining an absolute predominance of socialist collective owner- 
ship eo ae to develop productive forces, Besides, the syetem of economic 
management cannot overemphasize centraliam, but should give full play to 

the enthusiasm and initiative of all sectors, localities, enterprises and 
individual workers under unified leadership, properly combine planned ad- 
justment and market adjustment and develop an integrated economy with di- 
versification, Only by doing so can we actually recognize and properly 
handle the various relations of different economic benefits existing ob- 
jectively in the atage of socialiem so as to create the economic life, a 
situation in which there is both centraliem and democracy. Only by doing 

so can we also make it easier to avoid bureaucracy and guard against anarch- 
iem, make it possible for us to act according to objective economic lawe and 
impel the national economy to advance forward harmoniously and lively. Since 
the third plenary session of the CCP Central Committee, we have done quite 

a lot and obtained obvious results in the areas of readjusting the economic 
method and reforming the economic system. However, this is a very compli- 
cated problem while the current work has just begun. We must keep studying 
new situations, solving new problems and moving forward in both the theoreti- 
cal and practical aspects. 


What has been said here certainly does not cover all the problems con- 
cerning the improvement of overall economic results. Other subjects like 
technological policy, energy policy, cultivation of qualified personnel, 
policy of labor wages, commercial policy, foreign trade policy and internal 
management, accounting and so on of individual enterprises are subjects which 
need to be studied seriously in order to strive for economic results. All 
regions in economic Life and all aspects of economic work must seriously 
implement the principle of achieving the maximum useful results by using 

the minimum of labor consumption (including the resources taken up by labor) 
and apply this ae a standard to assess the work performance and measure the 
results obtained, 


CSO: 4006 
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CHINESE=STYLE MODERNIZATION 
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[Article by Zhou Chenhua (0719 2182 5478) of Sichuan Academy of Social 
Sciences: "On Some of the Features of Chinese-Style Modernization" |] 


I 


[Text] Accomplishing modernization ie a question of developing production 
forces as well as overcoming a countr,'s backward economy and technology. 
There is only one standard by which we decide whether or not a country has 
accomplished modernization which is by examining if its national economic 
and defense departments are at the current advanced scientific and tech- 
nological levels and if its economy and technology have attained the world's 
advanced levels. Countries are at different historic times with various 
foundations for their production technology. In addition, they have dif- 
ferent economic and political systems while their population and geographi- 
cal conditions also vary. Consequently, each has its own approach with a 
distinctive basic feature in catching up economically and technologically 
with advanced world levels. 


There are five factors determining the basic features by which country 
accomplishes modernization: 


(1) A country's historic times and its existing production technology. 

Of all the modes of production, production forces are the most revolu- 
tionary and active factors, playing a decisive role in the social life 

and the development of social history. With different historic times, 

the social production forces will be in rariform of nature and have varied 
development levels. As far as the whole world is concerned the content 
and standard symbolizing the modernization of one historic times are com 
pletely different from those of another. Also countries have different 
foundations of production technology. So there must be different features 
in the way each country tries to attain the current advanced economic and 
technological levels on the basis of its existing production technology. 
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(<) The economic and political systema of a country. The mode of produc- 
tion te the deciding factor of social and material living conditions, It 
determines the features and nature of a country as well as the development 
from one social system to another, Different relations of production lead 
to the creating and functioning of different effective economic laws, This 
in turn causes the modernization achieved under conditions where there are 
different relations of production to have varied aima, ways and consequences, 
At the same time, the influence of the state's administration and other 
superatructure on the modernization of production is aleo great. It follows 
that there are different features of modernization for countries under dif- 
ferent economic and political systems, 


(3) The population conditions of a country. Population conditions are one 
of the constant and essential factors of social and material Living condi- 
tions. They can expedite or delay the development of production forces, 
They include the size, density, growth rate, quality, composition and dis- 
tribution of population, which are determined by the level of production 
forces and the nature of the relations of production. They aleo have a 
strong effect on the development of production forces and the consolidation 
of new production relations. In addition to determining the features of 
modernization, the population conditions of a country determine to a very 
large extent the structures of the country's industry, technology, and trade 
commodities. 


(4) The geographical conditions of a country. Geographical conditions are 
also one of the constant and essential factors of social and material Living 
conditions, and they can expedite or delay the development of production 
forces as well, They include the area, the natural resources and the geo- 
graphical position of the country. These are all objective material con- 
ditions for the development of production forces and modernization which 
determine to a very large extent the scale and speed of development of the 
industrial and agricultural production as well as transportation. Moreover, 
they also determine the structures of industrial departments and social 
economy and the country's trend of modernization. 


(5) People's knowledge of economic and natural laws and the extent to which 
the laws are applied. The modernization of a country is carried out through 
people's subjective efforts. The people's knowledge of economic and natural 
laws of different countries and times and the extent to which the laws are 
applied vary. As a result, modernization of one country differs from that 
of another. 


In short, the features of modernization of a country are determined by such 
factors as the country's social existence (social and material living con- 
ditions) and social consciousness, To know the basic features of Chinese- 
style modernization, we have to carry out concrete analysis and comprehen- 
sive study of objective factors such as production forces, production rela- 
tions, geographical conditions and such subjective factors as people's 
knowledge of economic and natural laws and the extent to which the laws 

are applied. 
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\HK221069] The merits and demerits and the strong and weak points in the 
process of modernization are closely Linked to one another, Our country 
ie rich in human resources, But because of our huge population which in- 
creases rapidly and the scarcity of arable land, sharp contrasts exist ve- 
tween the rate of increase of labor force and the full utilization of the 
labor force as well as between the accumulation of funds for const. clon 
and improvement on the people's living standard, Our country is one with 
4 vast territory, rich in natural resources, which we have not fully ex- 
ploited and utilized due to the lack of advanced technology and large 
amounte of capital. We have a certain industrial foundation. However, as 
objective economic Laws were not observed in some aspects in the past and, 
what with the pernicious influence of Lin Biao and the ultra-"left" line 
of the "gang of four" in particular, our national economic proportion be- 
came dislocated and the economic structure became unreasonable, Our pro- 
duction technology and management and administration are now lagging far 
behind, Consequently, our exieting production potential has not been fully 
and reasonably utilized, Our socialist system is superb. But the imper- 
fect branches in our economic and political systems have hampered the de- 
velopment of production forces, while the serious drawbacks in economic 
management and administration have hindered the bringing into play the 
initiative of the enterprises, the staff and workers and the masses, In- 
depth study has yet to be conducted to find out if there ar. some relative 
laws existing between our 30 years' experience and those of modernization 
of other countries, If there are, then the laws should be used as the guide 
for our modernization, 


it should be realized that the merits and strong points of our moderniza- 
tion are the factors that will have a long-term effect during the entire 
historic period of socialist construction. These factors will be able to 
display more and more of their superiority with the progress of the moderni- 
zation of the social construction, On the other hand, the demerits and the 
weak points are the factors that will have effect within a shorter period. 
This demands hard work by the whole party and nation, then the population 
growth can be controlled step by step, the natural resources exploited and 
utilized progressively, the capital and technology acquired gradually and 
our understanding towards the economic and natural laws will be more thor- 
ough. At the same time, during its own course of development, the social- 
ist system will be continuously consolidated and perfected, giving full 
play to its inherent superiority and unlimited potential. 


The party Central Committee has proposed a Chinese-style modernization 

which will integrete the universal truth of Marxism-Leninism with the con- 
crete practice of our country's modernized socialist construction so that 

our modernization construction will meet the demands of our socialist sys- 
tem and tally with our national conditions of being a country that has a 

large population and a vast territory wich limited arable land and a very 
poor foundation. Also it will give prominence to our distinguishing features, 
give free rein to our superiority, enable us to learn from other's strong 
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points to olfset our weaknesses and thus adopt what is good and discard 
what is bad in the course of modernization eo that the merits and strong 
points of our modernization can be fully utilized, the demerits and weak 
points continuously overcome and thus bring every positive factor into 
play by fully utilizing our manpower, material and financial resources 
in order to build China into a powerful modern socitalieat country. 


As to what modernization is, in what way the contents of modernization of 
different times vary from one another, what socialiet modernization is and 
what the difference between socialist and capitalist modernization is, I 
have discussed these qu.stions in previous articles, I would now like to 
analyze some of the features of Chinese-style modernization which are de- 
termined by such national conditions as having a very large population and 
a vast territory with limited arable land and a poor foundation, 


Il 


One of the important national conditions in China is that it is a country 
that has a very large population but with little arable land. This de- 
termines one important feature of Chinese-style modernization which is 

that modernization must start with some 900 million plus people. Overall 
plans must be made and all factors be taken into consideration so that full 
and reasonable use can be made of our vast labor resource for modernization 
construction. 


Having a population of more than 900 million people, which accounts for 
nearly 1/4 of the world population, China is the country which has the 
largest population in the world, But with 1,500 million mu of arable land, 
making up 1/14 of the world's acreage under cultivation, We only have a 
little more than 1 1/2 mu for each person on the average. This ranks us 
among the countries with the least acreage under cultivation per capita. 
For the past 30 years, the natural growth rate of our country has been even 
higher than 2 percent. With an increase of more than 600 million people, 
it means an annual average birth rate of 20 million people, making us the 
country with the highest annual increase of labor force in the world. In 
the course of modernization construction, the contradictions between a large 
population cond scarce arable land as well as between increasing the labor 
productivity and fully utilizing the labor force are inevitable. This is 
something which was never encountered by Western developed countries in 

the course of their modernization, 


{HK221051) To proceed from our national conditions and carry out moderni- 
zation construction, the actual conditions of our having a very large popu- 
lation with limited arable land must be used as the starting point for de- 
signing the blueprint of modernization construction. On the one hand, con- 
scientious control over population must be regarded as an important strate- 
gic task in accomplishing our four modernizations. The present natural in- 
crease rate of population of 1.2 percent should be reduced by every possible 
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means to 0.5 pereent by 1985, and to 0 percent by 2000 to eliminate to a 
very lafge extent the preseure the large population and ite fast growth 
exert of Modernisation construction, On the other hand, the superiority 

of Naving @ large labor foree gust be brought into full play while the 
weaknesses of having Limited arable land as well as an under-utilized 

labor force must be overcome, agricultural and industrial modernizs! ': ~s 
sulted to our national conditions should be adopted so that automatic and 
semi-automatic ae well as mechanic and semi-mechanic production systems 

aod vatleows types of manual labor can be developed, At the same time, full 
use Suet be made of our manpower resources to develop the range and quality 


of produc ion, 


lo achieve modernization, agriculture must be intensified and mechanized, 
semi-mechanigation must be integrated with manual labor, farming, forestry, 
animal husbandry, sideline production and fishery must |. promoted simul- 
taneously, whtle farming, industry and commerce developed comprehensively. 


Many of the developed countries are big in size but their population is 
aparee, To achieving modernization in agriculture, they use modern tech- 
nical equipment because they lack the labor force, thus greatly reducing 
the need for a large (missing words), Take the United States for example. 
in 1975, each laborer had equipment waich was worth U.5, $90,000 on the 
average and wae reaponsible for 928 au of cultivated land and produced 
170,000 catttes of grain and 130,000 catties of meat. But we cannot do 
likewlee because we have a large population with little cultivated land 
and we lag behind in economy and technology. We have 1,500 aillion mu of 
cultivated land with an agricultural labor force of more than 300 million 
people. If each agricultural laborer were to be responsible for 900 mu of 
cultivate: land, all we would need is 1.6 million agricultural laborers. 
What are we going to do with the remaining 300 aillion” If each laborer 
were to have U.5, $90,000 worth of technical equipment, then 1.6 million 
jaborers would need U.S. $144,000 million worth of advanced technica! 
equipment. Where could we get euch a large sum of investment money? 


Therefore, to realize modernization in agriculture we must use our own 
method and proceed from the basis that ours is a country that has 4 ver’ 
large population without @uch lane. We can only establish state-inves’ed 
modern agricultural enterprises in large but sparsely populated regicas 
suitable for mechanized operation in large areas. The most advance. tech- 
nical equipment should be used progressively and scientific production and 
management methods adopted to establish bases for commodity grain, indus- 
trial crop, anima) husbandry, fishery and forestry with high agricultural 
commodity productivity. Por instance, in 1978, a set of 63 pieces of ad- 
vanced equipment costing U.S. $977,000 was introduced from the U.S. in 
team 2 of the Sth branch of the Heilongjiang friend y farm. Subsequently, 
the amount of land for which each agricultural laborer was responsible in- 
creased from 50 to 927 mu. On an average, each laborer produced 206, 300 
catties of grain and soya beans. This was already an indication of the 
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advantage of 4 latge=seaie Moderh agiicuiture, Yet thie cannot be done 

if @eet of the email bul densely populated regions, We can only develop 
the mechanisation eed semiemechanisation of farming, forestry, anima 
husbandry, sideline production and fishery, At the same time, agricul- 
ture should be electrified; all the farmland brought under irrigation; 
and chemical fertilisers and other farm chemicale used extensively, 
Moreover, in the coufee of achteving the modernisation and mechanization 
Of agriculture, primary tmportance Must be attached to increasing the Land 
utilisation ratio and the yield of farm producte per wilt area to ensure 
increased production and income a8 well a8 the reasonable use of the agri- 
cultural labor force, 


We should fully utilize our rich labor force resource in Line with the 
local conditions for the basic construction of agriculture and actively 
change the fundamental conditions of agricultural production so that the 
ability to resist natural calamities can be strengthened for the cultivation 
of agricultural land with a high and stable yield. We should also proceed 
with intensive cultivation and be engaged in scientific farming. Vigorous 
efforte must be made to protect seeds, fertilizers and plants and reform the 
system of cultivation. Particular emphasise gust be put on the study of 
applying ecience and technology to agriculture. Purthermore, the yield per 
unit area must be increased by every possible means. Seventy percent of 
our land ie covered with mountains. Wenty percent is cultivated fields 
and the remaining ten percent is covered by water. Planting alone will 
absorb a very limited amount of the labor force and increase agricultural 
production by an extremely emall margin, To bring into play the advantage 
of having 4 very large population, farming, forestry, animal husbandry, 
sideline production and fishery gust be developed in an all-round way. 
People living on 4 @ountain should live off the mountain and those living 
near the water live off the water. Afforestation and animal husbandry 
should be practiced where appropriate. We should march towards a diversi- 
fied economy and find more ways of production for the large agricultural 
labor force to increase the wealth of the society and the income of the 
members of the society. 


{HK221053) In the course of achieving the mechanization and modernization 
of agriculture, the population in the rural areas of a developed country 
ie greatly reduced. Seventy to eighty percent of the total population 
of the entire country are concentrated in the cities. However, this is 
something absolutely out of the question for us. Our primary concern is 
to make arrangements locally for the surplus labor force ae well as to 
jointiy develop agriculture, industry and commerce. We should devote great 
efforts to develop in rural areas the industry of agricultural product pro- 
‘essing and make “agriculture, sideline production, industry and commerce” 
coordinated process, combining the production, processing and arketing 
‘t agriculture into an integral whole in order to promote development of 
seduction and increase the income of the peasants. in addition, produc- 
‘on of some of the industrial products that require a lower standard of 
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technology should be spread over te rural areas and rural industries should 
procese spare parte for big industries in cities, and manufacture export 
products and datly necessities for rural people, At the same time, small 
towne should be built all ewer the rural areas in 4 planned way and the 
culture, education, selenee and various service trades in rural areas de- 
veloped te accommodate the Large amount of agricultural labor force. 


fo acoomplish gedernization in industry, a “three-tier structure” system 
of developing simultaneously in large, medium and emall enterprises, auto- 
mation, ®echanieation and manual Labor ae well as state and collective 
ownership should be adopted, 


in the fleet ther, large and modernized enterprises of the world's advanced 
level which are highly automatic constitute the backbone of our entire na- 
tional economy. Te expedite a thorough change in the backwardness of our 
economy and technology, we gust introduce large and modernized enterprises 
of the world's advanced Level in those key departments on which hinge our 
national economy, our people's livelihood and the building up of our na- 
tional defense. These enterprises will then serve ae the material and 
technical basee for all departments responsible for our national economy 
and defense and will undergo an overall and fundamental technical reform 
and thus strengthen our economy and national defense so that we can main- 
tain our economic independence and remain invincible. The technical design 
of thie kind of Large and very modernized enterprises is complicated. But 
their output ise great and of high quality; their cost low and their labor 
productivity high. Sut, apart from requiring more investment and foreign 
exchange, they take 4 long time to establish and can only absorb a limited 
amount of the labor force. At present, to introduce from abroad large and 
modernized enterprises, it generally neede investments ranging from 4 hundred 
odd thousand to several hundred thousand dolhe to accommodate a laborer. 
With our existing economic strength, we can only afford to establish a few 
of theee highly automatic, Large and godernized enterprises in our entire 
industry. 


in the second tier, medium and emall enterprises or some of the large enter- 
prises that are semi-automatic and mechanized make up the majority of the 
enterprises in the entire industrial system. Most of the technical equip- 
ment of these enterprises was introduced from abroad or designed and manu- 
factured by our country in the 1950's. Compared with the large and modern- 
ized enterprises, these kinds of enterprises are backward in equipment, 
resulting in less output, poorer quality, higher costs and lower labor 
productivity. But it requires less investment, which generally ranges 

from ten thousand to several tense of thousand of dollars to accommodate 

a laborer. Moreover, as they are established inside our own country, we 
can solve the problems of design and equipment by ourselves. At the same 
time, these enterprises have great potential. All we have to do is to make 
use of foreign and our own scientific achievements for technical reform 
and thus quickly eliminate backwardness. We must, on the basis that there 
will be no change in the number of people, improve the production technology, 
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inefease the utilisation rate of equipment and installation and reduce 
the dfain of faw afd processed materials, fuel and electricity as much 
ae possible in order to produce more and better products and avoid hav- 
ing surplus labor force like thoee in developed countries as 4 result 
of higher industrial labor productivity, 


in the third tier, semi=mechanized and manually operated enterprises of 
collective ownership alse account for a fairly Large proportion, At the 
moment, there is an annual increase of about } million laborers in our 
cities and towns whe have to be accommodated, But this cannot be done by 
the large and modernized enterprises, Neither can it be done by the medium 
and small enterprises which are more modernized, Therefore, we have to de= 
pend on the masses, make do with whatever is available and establish in our 
cities and towne 4 great number of collectively-owned enterprises that are 
relatively backward in technology. Compared with the state-run enterprises, 
they lag behind in technology, fall short of capital and do not have a 
good foundation to start with, Yet they represent a direct integration 

of collective laborers with means of production. Sesides, they adopt the 
system of independent accounting and assuming the sole responsibility for 
their own profite and losses, They tend to be flexible in operation and 
democratic in management. With more power to decide management matters 
and keep more economic benefite for themselves, enterprises will be able 
to mobilize more fully their enthusiasm and that of their staff and work- 
ers so that production can be actively expanded and that jobs will be 
available for 4 large number of idle laborers. At the same time, we can 
increase our accumulation with our own strength, and achieve step by step 
semi-mechanization and mechanization, [HK221055] In 1978, collectively- 
owned industrial enterprises in our cities and towns accounted for 3/4 of 
the total of all the industrial enterprises in our countries, whereas their 
staff and workers made up 1/3 of the entire nation and their total produc- 
tion was 1/5 of our country's total industrial production. Each year they 
accumulated capital that was worth hundreds of ailiions of dollare for the 
state finance while arrangements were made for about half of the people in 
the cities and towne to get jobs for the last 3} years. it is predicted 
that collectively-owned enterprises will play an important role in the 
course of achieving modernization. 


Another aspect of our national conditions is that though we are rich in 
resources, we lag behind in economy. One feature determining the way to 
accomplish the Chinese-style modernization is that we should proceed from 
the national and resource conditions we have to achieve the best economic 
result. 


With 9.6 million square kilometres of land in our country, we have superb 
naturel conditions and are rich in natural resources. But how we are going 
to fully utilize these conditions to develop our agriculture and industry 
so that the basic living requirements of the 900 odd million people can be 
met, and how we are going to help our 800 million peasants wipe out poverty 
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and become prosperous’ These are very important questions to be answered 
in Che Chinesewstyle modernigations, We cannot depend on imported grain, 
cotton and wool Like England and Japan, When we concentrate our strength 
LO promete industry, we cannot pattern ourselves after the Soviet Union, 
We cannot give prierity te the development of heavy industry and ereate a 
situation of protracted backwardness in agricultural production, ‘ne rad, 
we should give top priority to improving the backward situation of agricul- 
tural production when we set out to achieve modernization construction, 
Light industries that are closely related to agriculture should be de- 
veloped quickly on the basie of expediting the development of agriculture, 
At the same time, heavy industry and other industries that serve agricul- 
ture and light industries should alee be expanded, “oreover, the develop- 
ment of the entire national economy should be pushed forward so that the 
Livelihood of the 900 million people can be improved in the course of 
economic development, 


in bie report “On the Ten Relations” put forward ae early ae in 1956, Com 
rade Mao Zedong strongly advocated that methods used in developing agri- 
culture and Light industries should be employed to expand heavy industry. 
Hut thie important inetruction had not been thoroughly carried out, In 
fact a8 4 result of the impractical efforts to attain the target of iron 
and steel and other heavy industries, the unreasonable economic structure 
of the heavy and Light industries and agriculture was gradually formed, 

it wae intended to expedite the modernization construction subjectively. 
But since the objective lawe were not observed, it turned out that things 
went contrary to his instruction, Conetruction slowed down, less capital 
was accumulated and the livelihood of the people was not improved while the 
proportion of the national economy became seriously dislocated. This is 
one hard lesson we gust never forget. 


Agriculture is the basis of our entire national economy as well as for ac- 
compliehing the four modernizations, only when agriculture moves forward 
will the Livelihood of the 800 gillion peasants be progressively improved 
eo that they will be able to Live and work in peace and contentment. in 
addition, the 100 odd million etaff and workers and the city people will 
then be able to obtain plenty of agricultural and sideline products, and 
have their livelihood improved daily. Aleo, the light industries which 
use sericultural products as their main raw material will quickly develop, 
the heavy industry will get enough commodities and grain and there will be 
fast development in capital and markets, The most important task in our 
modernization construction is to carry out the party's economy policy in 
rural areas so thet there will be rapid development in our backward agri- 
culture. On the other hand, Light industries aleo play an extremely in- 
portant part in our national economy, require a emall amount of invest~ 
ment. Their turnovers are quick and they create mu:h foreign exchange and 
earn great profits. Data from 1977 show that for every 10,000 dollars in- 
vested by the state in the light textile industry, an annual profit and 
revenue of 5,200 was earned. Thus, within 2 years the capital outlay was 
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recouped, Yet if the same amount of money was invested in tron and steel 
industry, only a profit and revenue of $600 could be made and it would take 
16,5 yeare to recoup the capital outlay, Between 1950 and 1977, the profit 
and revenue earned by our light textile industry was 1) times more than the 
amount of investment the etate had poured into the sector, and made up 29 
percent of the total national revenue which was equal to 70 percent of the 
total investment in the basic conatruction of our state, (Please see the 
article by 4 commentator of the PHOPLE'S DALLY: "Promoting Light Textile 
industry With Special Measures” PROPLE'S DAILY, 3 June 1979.) Moreover, 

to develop heavy industry, we @ust introduce advanced equipment and tech= 
nology from abroad, Thies requires huge amount of foreign exchange. In 
1979, foreign exchange acquired by Light industry export accounted for 42 
percent of the total — exchange, (Please see the article by Zhou 
Shulian and Wu Jinglian: riority Should Be Given to the Development of 
Light Industry,” PROPLE'S DAILY, 31 August 1979), It can be seen, there- 
fore, that the development of light industry will play an important part 
in promoting the construction of heavy industry. 


(WK221057) Im addition, we guet also realize that the meane of subsistence 
of agriculture and light induetry affect directly the iemediate interests 
of the masses and the individual while many of the meane of production of 
heavy industry will directly effect the overall and long-term interests 

of the masses. in modernization construction, we should not only pay close 
attention to developing heavy industry in order to enlarge the long-term 
and overall interests of the masses, but should also attach great importance 
to expanding agriculture and light industry to enlarge the immediate and 
individual interests, Only by promoting the development of the entire indus- 
try and national economy through the expanding of agriculture an‘ Light in- 
dustry to enable the masses to get economic benefits that can be een, and 
improve the material and cultural lives gradually will the endless enthusi- 
aem, initiative and creativeness be aroused. If attention is paid to in- 
dustry and accumulation only, neglecting agriculture, light industry and 
improvement of livelihood, then the four modernizations will not be inte- 
grated with the immediate interests of the 900 million people. Neither 
will it be possible to arouse the enthusiasm of the 900 million people to 
carry out the modernization construction. In the final analysis, this will 
not benefit the enlargement of the overall and long-term interests of the 


people. 


Also, our country has superb resources for the development of modern indus- 
try. it is one of the few countries in the world that have 4 relatively 
complete range of minerals. in China, it is possible to find all the 140 
odd known winerale. Ase 4 matter of fact, the exact reserves of 132 of then 
have been proved. The proved reserves of 17 main mineral reserves includ- 
ing coal, iron, copper, tungsten, tin, antimony and zinc rank first in the 
world. The proved reserves of our coal mines are more than 600,000 million 
tons, complete in quality and type. Large or extra large iron mines with 











42,000 tone of proved reserves have been detected in 14 provinces and 
autonomous regions, There are more than 20 types of nonferrous and pre= 
clous metale with erleh proved reserves, More than 1,400 oll-bearing etruc= 
tures have been located on the sedimentary basin of an area more than | 
million eq, ke, on our continent, There are aleo large quantities of 
petroleum deposits on the continental shelf along the coast, With 4 re- 
serve of 580 million kw. of hydraulic reserves, ours is the richest coun- 
try in hydraulic resources, But as we have a poor foundation to start 
with aod we lack capital, equipment and technology, these rich mineral 
and hydraulic resources have not been fully exploited and utilized, As 

4 result, many of the important minerals have not been clearly prospected 
and have not really become means of production, 


To bring our superiority in resources into play and to overcome the weak- 
nesses of lacking capital, equipment end technol@gy as well ae lagging 
behind in management, we must make good use of the existing international 
situation and adopt the way which te currently practiced internationally 
and which will benefit us by positively and steadily introducing from 
abroad advanced equipment and technology. At the same time, we should 
make use of foreign capital to effectively exploit and utilize our ex- 
tremely rich resources and energy eo that the four modernizations can be 
expedited, 


To seriously study the features and laws of Chinese-style modernization is 
an important and creative but painstaking task. Under the guidance of 
Marxiem-Leniniem Mao Zedong Thought, and together with the wiedom, intelli- 
gence and the rich practical experience of our 900 million people, we will 
be able to understand thoroughly step by step the objective laws for achiev- 
ing the four modernizations, overcome the difficulties and obstacles and 
build China into 4 powerful socialist modern country. 
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NATIONAL EOONOMIC POLICY 


DEVELOPING SOCIAL PRODUCTIVE FORCES 


WK200735 Beijing JINGJT YANJIU [BCONOMIC RESEARCH) 1 Giinese No 8, 
20 Aug 80 pp 52<57 


[Article by Wang Xuewen [3769 1331 2429]: “Develop China's Social Pro- 
ductive Forces To Speed Up Modernization" | 


[Text] It wae resolved at the 34 Plenary Session of the Lith Party Central 
Committee to shift the main emphasise of party work toward socialist modern- 
ized construction, It is the great goal of the united struggle of the 
people of the whole country to realize the four modernizations before the 
end of thie century. The four modernizations, in the final analysis, are 
to epeed up the development of the productive forces. Now, let us discuss 
how we can accelerate the development of the social productive forces and 
speed up the four modernizations,. 


Productive force ie the motive force for social production and even the 
development of the entire society. It is one of the fundamental questions 
raised by historical materialiem and the study of political economy. 


Productive force is the force to produce material resources in the subjuge- 
tion and transformation of nature for the survival and development of human 
society iteelf. It directly determines the relations of production and de- 
termines the superstructure through the sum total of the relations of pro- 
duction which constitute the economic base. It existe and plays a role in 
the reaction between the superstructure and the relations of production. 

it is composed of the three key elements of labor force, labor materials 
and subject of labor. The amount of productive force iteelf is determined 
by these three key elements and the combined role which they play. ⸗ 


Labor force is the human factor of productive force. It is the combined 
physical and mental strength of the workers in their creation of material 
resources and it includes the quality and quantity of labor force. Spe- 
cifically speaking, it includes technical ability, labor skills, physical 








atrength, the inteneity of Labor and the conditions of the organisation 
(the cooperation and division of labor within the labor force) of the 
workers, 


The means of labor and the subject of labor are material factors in the 
productive force and these two form the means of production, 


The meane of labor te the material or composite body of materials used by 
workers to carry out their work and to process the subject of labor, such 
a8 tools, mechanical inetallations and so on, The most important means of 
labor are the toole for production, This includes all material conditions 
such ae the work premises and factory buildings needed for the work, 


The subject of labor ie the objective material which the workers transform 
with the meane of labor by adding labor to it during the course of their 
work, The subject of labor includes the two parte of the natural forces 
which exiet naturally and can be controlled by human beings and the part 
which te procecsed by human labor. The subject of labor which is processed 
by human Labor is called raw material, 


The labor force, the means of labor and the subject of labor form the pro- 
ductive forces. The meane of labor iw the essential factor in the produc- 
tive force. Marx pointed out in “Das Kapital": "The means of labor is 

not only the instrument for measuring the development of the human labor 
force, but also indicates the social relations with which labor is to be 
carried out.” (Marx: “Das Kapital" Vol 1, p 204 People's Publishing House 
1975 edition) Sut the decisive factor in the productive force is the Labor 
force because the creation, use and improvement of the means of labor all 
depend on the labor force. The subject of labor is an essential factor in 
the productive force and is one of the important factors. 


The question of whether the labor force in the productive force is made up 
of two or three factors also involves the question of whether or not the 
subject of Labor is an essential part in the productive force. In the 
early period of the Liberation of the whole country, a series of violent 
debates were held. Chen Boda and some Russian experts objected to my view- 
points on the three essential factors in the productive force discussed in 
“Introduction To the Teaching Program of Political Economy" (serialized in 
RENMIN RIBAO from October 1949 to January 1950, published by Xinhua book- 
shop in 1950). They all reckoned that the productive force consists of 
two elements and that the subject of labor is not a key element in the 
productive force. 1 upheld the viewpoint that the productive force is 
made up of three key elements. Chen Boda stopped me from teaching at 
Marx-Lenin College (the name for the party central school at that time) 
and stopped the publication of “Introduction to the Teaching Program of 
Political Economy” and I could not publish my views on the question of 

key elements in the productive force in the newspaper. In addition, Chen 
Boda organized meetings to criticize and intimidate me. Later, he wrote 

















a letter forcing me to change my viewpoint. In this way, I could no longer 
stay at the Marx=Lenin college and had no alternative but to request a 
tranafer, After my tranafer to the Central Propaganda Department, 1 con- 
tinued to be excluded from the editorial department and was not given any 
work for a long time. In the great cultural revolution, the military con- 
trol group of the former central propaganda department listed me among the 
reactionary gang. Differing views on academic questions were treated as 
political questions and for many years I wae thrust aside and attacked, This 
was really deplorable! Only after the "gang of four" had been smashed 

did | find an opportunity to speak, 


| think that the subject of labor should be included as a key element mak- 
ing up the productive force. Labor cannot be carried out and no product 

can be manufactured in plants without raw materiale and in places without 
mineral deposits. Productive force without the subject of labor is only 
potential productive force and cannot realized. We really suffered » lot 
when there was a gap in the supply of raw materials in the course of drawing 
up plane and when factories were built blindly without guaranteeing a source 
of raw materials. The quality of raw materiale, the amount of mineral re- 
serves, the time chosen for hunting wild animale and gathering plants and 
the nurture of good breeds of animals and plants and so on have a tremendous 
bearing on the quantity and quality of the products. Comrades in factories 
or engaged in work in the countryside know this very well. [HK200736) The 
increase in the amount of the subject of labor, the improvement in the 
quality, the increase in the number of species, the expansion of scope are 
not only the outcome of the development of the productive forces but also 
essential elements in the development of the productive forces. The means 
of labor is certainly an important element in the composition of the pro- 
ductive forces, but we should see that before it plays a role in the labor 
process, the means of labor must first be processed as a subject of labor 
and turned into a means of labor in an earlier labor process. in the course 
of playing its role, the means of labor is also taken as the subject of 
labor in minor and medium-scale repairs and general overhauls. The labor 
force, means of labor and the subject of labor must be appropriately com 
bined before they can form an actual productive force. Only when they are 
combined can the productive forces and the relations of production form 

real social production and form the basis for complete social livelihood 

and even the entire actual history. Thirty years of practice in economic 
construction has already fully proved this point. Productive force with- 
out the subject of labor can only be potential productive force. How can 

it determine the relations of production? How can productive force with- 
out the subject of labor be combined with the relations of production? How 
can it form real social production? 


it can thus be seen that whether productive force is made up of two or 
three key elements, that is to say whether it includes the subject of labor 
or not, is definitely not a dispute about words but is a question of theory 
and practice which has tremendous significance in developing the social 
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productive forces and realizing the four modernizations, Ic is therefore 
necessary to clearly distinguish right from wrong by letting # hundred 
schools of thought contend and unify thinking so ae to help socialist 
modernized conatruction, 


How can we develop the productive forces? How can we accelerate the de- 
velopment of social productive forces and speed up the four modernizations 
within the relations of socialist production? This needs to be further 
investigated in conjunction with the practice of social production in our 
country, 


ll 


Let us further analyze the three composite key elements of the productive 
forces below, 


Firec let us talk about the productive forces, Our country has the largest 
population in the world and there is no problem about the size of the labor 
force. However, there is the problem of improving the quality of the labor 
force, Following the development of social production and within the realms 
permitted by the level of social production, we must constantly improve the 
living conditions, working conditions, education and training of the workers 
so that the physical strength, scientific, cultural and technological level 
of the workers are constantly improved and raised so as to meet the demands 
of the four modernizations, At present, we must actively and properly 
handle the question of work and employment for young people and bring into 
play the role of this part of the labor force. 


Under the conditions of the fixed number of workers, the invariable state 
of their physical strength and the fixed labor skills and technological 
level, the effectiveness of the force is determined by its organization. 
Labor organizations can be divided into simple cooperation and complex co- 
operation (there is division of labor in cooperation). If the labor force 
is appropriately organized and properly arranged, these two labor organiza- 
tions can exert a greater force than the total force of the individuals 
added up. Marx pointed out that it “created a productive force and the pro- 
ductive force itself must be a collective force." (Marx: "Das Kapital,” 
Vol 1 p 362) On the contrary, if the labor force is not appropriately or- 
ganized, there will be wastage and loss. 


The above is discussed in light of the fixed and invariable conditions of 
the means of labor. In reality, in the history of human society, the means 
of labor has changed and improved constantly. Owing to the improvement of 
the means of labor, labor organizations must change accordingly. Only this 
can push the development in productive forces forwa‘d. In the history of 
human society, we have already progressed from the form of primitive col- 
lective labor to individual labor, from individual lebor to collective labor, 














trom email collectives to large collectives and even larger collectives. 
Meanwhile, this process is also accompanied by the evolution from small 
production to Large production and even larger production, This ia the 
general tread of development and there are twiete and turns in between, 


Let us talk about the means of Labor again. Human society has gone 

through several eras from the use of simple tools to more complicated 

toolsa, from tools to machines, and from simple machines to complicated 
machines, Automated mechanical systems controlled by electronic computers 
are now becoming more popular and they are improving every day. In addition 
to the three existing parts in the machines--motor, drive syscem and tool 

or function=-another, new part is being added: command and control systems, 
These advances in the means of labor have brought about tremendous improve- 
ments in the productive forces. At the present stage, the level of social 
productive forces in our country is still relatively backward. There are 
advanced and relatively advanced mechanical installations in industry, but 
the quantity te not large. Moreover, some parte have not been linked up 

to form a whole. There is a large quantity of relatively backward mech- 
anical installations and a considerable number of manually operated tools. 
There are a certain number of agricultural machines for use in agriculture 
but manual tools are generally used in the vast countryside. Therefore, 

in developing the social productive forces in our country, it is necessary 
to increase advanced mechanical automation. [HK200737]) However, in light 
of the actual conditions of the large population and backward economy in 
our country and the limited financial and material resources, not all enter- 
prises can use advanced mechanical installations instantaneously and there 
can only be the integration of advanced mechanical installations with back- 
ward mechanical installations. On the one hand, we must use advanced mech- 
anical installations in key point enterprises (this has to start from the 
actual conditions in our country in conjunction with the existing technical 
base in our country) and on the other hand, we must tap reserves, renovate 
and improve the large number of existing mechanical installations, constant- 
ly raise the level of mechanization, gradually realize automation so as to 
raise production efficiency and economize on the consumption of raw materials 
and energy resources. We must bring into full play the role of these instal- 
lations and use such installations to produce modernized products. It is 
necessary to properly maintain and service the mechanical installations and 
raise the rate of perfection of the ingtallations. In order to guarantee 
the normal operation of mechanical installations, it is also necessary to 
organize the production of the spare parts and rectify the phenomenon of 
only placing emphasis on the production of the main machines but neglec- 
ting the production of spare parts. In an enterprise or workshop, it is 
necessary to do a good job of organizing the division of labor and coopera- 
tion of the various mechanical installations, keep things in proportion, 
form a perfect or relatively perfect mechanical system and raise the uti- 
lization ratio of mechanical installations. It is necessary to promote 
coalition among enterprises, organize specialization and co-operation well 
and gradually change the “large and complete" and "small and complete" 
conditions so as to fully utilize the productive capacity of the mech- 
anical installations. 
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Let us now talk about the subject of labor. It has been mentioned above 
that the subject of labor can be divided into two parte: the natural ly 
exiating part and the part processed by human labor. Labor after all is 
naturally oceurring at first. The naturally occurring part is only a 
potential subject of labor. It can only be controlled and used by man- 

kind and can become a real subject of labor once it has been subjected to 
the process of labor, Only this real subject of labor is a key element in 
the productive forces, The naturally existing subject of Labor can again 

be divided into natural resources of the means of livelihood and the natural 
resources of the means of labor. Marx pointed out, "In the early period of 
civilization, the first type of natural resources had decisive significance, 
while the second type of natural resources had decisive significance in a 
higher etage of development." (Marx: "Das Kapital," Vol 1, p 362) In 
order to speed up the development of the productive forces, we must ascer- 
tain the condiiions of natural resources in our country as soon as possible 
(soli, forests, wild animals and plants, sources of water above che ground 
and under ground, hydraulic power, mineral reserves and so on). The distri- 
bution of natural resources in our country is one of the important factors 
in considering the layout of the industrial and agricultural productive 
forces and production in ou country. When building mines, we must clearly 
determine the extent of the mineral reserves. We must extract coal where 
there are coal mines worth mining anu iron ore when there is fron ore worth 
mining and so on. In building plants, it is necessary to consider the source 
of raw materials, We can carry out normal production only when there is a 
guarantee of sufficient supplies of raw materials. In planting crops, it 

is necessary to consider the natural conditions of soil, climate, water 
sources ond sunlight. Our country has relatively abundant resources but, 

on account of its vast population, from a world viewpoint, it can only be 
considere! as a country with moderate natural resources, It is therefore 
necessary to extract the resources on a rational basis and make comprehen- 
sive use of the natural resources in our country, seriously protect the 
ecological balance in nature and solve the problem of environmental pollu- 
tion. It is necessary to seek or nurture those resources which our country 
lacks, actively study the use of substitute materials and organize the re- 
quired imports. We must not be content with the present state of affairs 
and neglect our descendants and must not indiscriminately waste resources. 


The proportion of processed raw materials in the entire subject of labor 
will increase day by day. The quantity, quality, specifications, variety 
and scope of raw materials have a great bearing on the development of the 
productive forces and production. When the state, local organizations and 
enterprises chart the economic plans and carry out production, they must 
pay full attention to this aspect and rapidly change the situation whereby 
the production of raw materials lags behind that of the processing indus- 
tries in our country. 


In short, it is necessary to fully recognize the importance of the subject 
of labor in the development of the productive forces and production and 
act according to the laws of economic movement and natural laws. Only in 
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this way con the process of pruduction be carried out in a normal way and 
the productive forces and production develop smoothly and effectively, If 
we do not attach importance to the subject of labor, we will run counter 

to the natural laws and the laws of economic movement, such as prospecting, 
designing, constructing, producing and building unnecessary mineral re- 
sources, building plants when the required raw materials are lacking, 
indiscriminately felling trees, blindly reclaiming land from lakes and 

the sea, disturbing the eCological balance in nature, and causing soil 
erosion and so on. All this will cause tremendous losses and waste to 

the country and the people, 


[HK200738) Let us take another look at the motivating role played by the 
improvement and development in vatural ecience and technology on the pro- 
ductive forces, Natural science is the science of nature and the laws 
governing it. it is the theoretical generalization and summing up of pro- 
ductive practice and scientific practice in human society. When natural 
sciences are applied to the various production departments, they become 
various technological sciences. Advances had already been made in natural 
sciences and technology before the advent of capitalist society. However, 
these advances only prepared the way for enlarged capitalist production. 
Only in the period of enlarged capitalist production can we see the speedy 
development of natural science and technology and their gradual systemati- 
zation. Marx called ail scientific work, all discoveries, all inventions 
"General Labor," (Marx: "Das Kapital," Vol 3, p 120) and called natural 
science the "General Social Productive Force." (COLLECTED WORKS OF MARX 
AND ENGELS, "Theory of Surplus Value," Vol 26, p 422) 


Natural science and technology basically come from the production practice 
of the working people and revert to the production practice of the working 
people after summation and improvement by scientific workers and become the 
force which pushes the practice of production forward. Through new pro- 
duction practices, new summations and improvements can be carried out and 
applied in the production process. In the development of human history, 
this is how production practice and scientific technology promote a re- 
ciprocal and constant advance and progression. 


The integration of natural science and technology with the labor force in- 
creases the scientific and technological knowledge of the workers and im 
proves the production skills of the workers. In order to speed up the 
development of the social productive forces, it is necessary to generally 
raise the modern scientific and technological level of the workers and 
train a great number of scientific and technological experts required in 
the realization of the four modernizations. 


Applied to the production of production tools (not to mention their appli- 
cation to the proauction of the means of labor), natural science and tech- 
nology can improve end even cause revolutionary changes in production tools. 














‘Nie hee beet wentioned above im the diseussion of the development from 
‘oole to @achines, Owing te the tavention and improvement of machines, 
and io partteular the automation of the production process by electonic 
jJata control, space techniques, high and low speed accelerators and the 
appiteation of laser technology in production, the productive forces can 
be increased several Clmes, seores of times and even several thousand 
times, Theee are the individual produetive ferces, Social productive 
forces cannot be inefeased as @uch as individual productive forces, /*5 
increase iv individual prodwetive forces te gradually extended to other 
aspecte in sectal production, The inerease in productive forces has at 
the same Cime laproved natural selences and technology. 


when natural eclenee aad technology are applied to nature, they can in- 
‘feasce (he netural predvetion forees (such as improvement of seeds in agri- 
culture, the raising of superior breeds of animale, the discovery of the 
proper(les of minerals, the opening up and utilisation of natural resources, 
the use of eelentific satellites, earth satellites and meteorological 
satellites in agricultural produetion and eo on). In the natural forces, 
wind force, hydraulle power, steam power, electricity, petroleum and 
Aatural gae have already been used by people, Some are still waiting to 
be used by people (euch as the various natural forces under research and 
in particular, controlled thermonuclear fusion and eo on). Some are a 
waiting even wider application (euch as solar energy, atomic energy, tidal 
erergy, geothermal energy, marsh gas and so on). These natural forces 
oust firet be controlled and used by people as subjects of labor before 
they can play their role ae motive forces, The gradual use of these natural 
forces will inevitably greatly inerease the productive forces. 

‘ 
At present, it is necessary te pose the question of synthetic materials and 
genetic engineering in relation to the subject of labor iteelf, There are 
abundant  eseurces of syathetic materiale, The prices are low, the uses 
are vatied and the properties are fine. They have gradually replaced some 
traditional metal and sonmetal materiale and there is a great future for 
their development. in the ganufacture of synthetic materials, we are taking 
the path of designing new synthetic materials according to stipulated 
properties, tdeal and suitable new synthetic materials are designed to 
meet the newer and higher demande placed on materiale by modern, new indus- 
ities, The present revolution in production technology is not only mani- 
feated in the technological revolution and changes in the means of labor 
but aleo im the revolution and changes in material technology. Genetic 
engineering can transform living things according to people's requirements 
and transfer the genetic matter in one living organiem (DNA) to the living 
celle of another organiem eo that the latter has 4 new genetic feature, or 
create cew organic species so that agricultural production and even indus- 
trial production can be increased by a large margin. We should, according 
to the actual conditions in our country, speed up the development of syn- 
thetic materiale and etudy of genetic engineering aid apply the achieve- 
mente of research to production to meet the demands of the four soderni- 
zations. 
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The development of the productive forces aad the technological level and 
skilie of the workers played — dominant role in the period of handicraft 
induatry in the workshops, The improvement of the technical level and 
skille of the workers and the development of the productive forces were 
prominentiy manifested in the revolution of the means of labor and in 
particular in the revolution of production toole in the industrial revolu- 
tion in the eighteenth century. Toole were developed into machines and 
machines were gradually perfected, [HK200739]) In the present era, in 
addition to the development of the productive forces, the improvement tn 
the technological level and skille of workers and the development of pro— 
duction toole which continues to play an important role, the revolutionary 
changes in the subject of labor (particularly synthetic materials, genetic 
engineering and so on) are aleo playing an increasingly important role with 
each passing day. 


in the history of human society, although the development of some forces 

is rapid and the othere is slow and circuitous, there is generally a con- 
stant forward development. Recently, natural science and technology have 
played 4 more and more important role in the development of the productive 
forces, 

The application of natural ectence and technological installations in sub- 
sidiary agriculture has prompted the development of the productive forces 

in subsidiary farming. In the mining industry and communication and transe- 
portation, the use of natural ecience and technological measures will give 
impetus to the development of their productive forces and raise their work- 
ing efficiency. More advanced scientific methods and techniques will play 

a greater motivating role in promoting the productive forces and at the same 
time prompt the progress and further advancement of production and thus the 
constant advancement of the social economy. The key link in the four 
modernizations lies in the modernization of scientific technology. We must, 
on the basis of the development of the productive forces, energetically de- 
velop acience, education, culture and health and accelerate the training of 
constructive personnel so that the science and technology in our country 

can approach or catch up with advanced world levels. in the course of ,de- 
veloping scientific undertakings, it is necessary to properly handle the 
dialectical relations of the unity of opposites between basic theoretical 
research and applied technical research. We should not pay attention to 
only one side and neglect the other but must properly integrate the two. 

In the development of scientific technology, we must, under the prerequisites 
of independence and self-reliance, actively develop academic interchanges 
and international exchanges, import foreign advanced technology in a planned 
way and digest, absorb and improve imported technology. Studies from for- 
eign countries must be combined with our own original creation. 


ill 
We have examined the three key elements in productive forces above and 


their roles and the conditions of the integration of scientific technology 
with these key elements. These three key elements of productive forces 








must be integrated before they ean become actual productive forces, If 
these three key elemente are properly integrated, their strength can be 
rovelht tate full play, If they are not properly integrated, they will 
ye restricted ty beinging their etrength into play. The amount of restric- 
tion te determined by the degree of integration, If they are to be proper= 
ly integrated, these three key elements must conform with one another and 
there @uet be « proper proportion among them, Conformity with ene another 
meane that the ekille of the Labor foree, the nature of the means of labor, 
the speetfleations, varlety and quality of the subject of labor gust con- 
form with one anether, A proper proportion means that under the existing 
techoclogtcal conditions, there muet be a harmonious relation between the 
etrength of labor forces of various types, means of labor and subject of 
labor, in addition, the proportional relations must change according to 
the constant advancement in science and technology, If attention is not 
paid to thle aspect, there will be obstruction in the development of pro- 
ductive forces and tremendous losses, There are mainly two aspects in the 
probleme of the integration of the labor force, means of labor and subject 
of labor, Firec, there te too much general labor force. Compared with 
the means of labor, there are too many general production workers, and in 
particular adminietrative staff, However, there is a shortage of personnel 
with a higher teehnical level and labor skills in the various trades and 
industries, Moreover, there are cases where vocational training is not 
geared to the requiremente and what has been learned cannot be applied, 
Second, there are ineufficient raw materials, fuel and motive force and 
some raw materiale and fuel are of poor quality. The specifications and 
variet’ cannot meet the demande and thie affects the development of pro- 
ductive forces and the normal production. Owing to the shortage of fuel 
and motive force, many enterprises are operating under capacity. Owing 
to the Shortageof raw materials, many plants have to stop work and wait 
for supplies. This has caused tremendous waste of manpower, material 
and ‘inancial resources, greatly increased the production costs and hin- 
dered the development of productive forces and production. These condi- 
Lions should be rapidly changed step by step. 


In order to accelerate the development of social productive force, there 
muet be a proper proportion in the distribution of its three key elements 
in the various production departments. There must be a proper proportion 
before there can be speedy development in social production because the 
various production departments are interrelated. They restrict one another, 
help one another and push one another forward. According to the basic so- 
clalist economic law and the law of planned and proportionate development 
in the national economy and the actual economic conditions in our country, 
we must readjust the serious imbalance existing in social economy and 
realistically achteve a general balance before social production can con- 
tinuously and rapidly develop. 


In order to speed up the development of social productive forces, the 
various key elements must be rationally distributed in the various re- 
gions throughout the whole country. [HK200740] According to the natural, 
historical and social conditions and the neecs of developing economy, 
politics and culture and consolidating national defense in various places 
in the country, we must both look ahead and look back and comprehensively 


39 











consider the rational layout of productive forces in the various places 
in the country and properly arrange the division of labor and cooperation 
of the various places so as to help the proportionate and speedy develop- 
ment of productive forces in the various places throughout the country, 


In order to speedily develop social productive forces, in addition to the 
consideration of the productive force iteelf, it is also necessary to use 
the law of the unity of opposites between productive forces and relations 
of production, which means that the productive forces determine the rela- 
tione of production and the relations of production must conform to the 
development of productive forces, We must, according to the needs of the 
development of productive forces, adjust the relations of production so ae 
to conform with and speed up the development of social productive forces. 
in addition, we must make use of the law of the unity of opposites of the 
economic base and the superstructure, We must adjust the superstructure 
according to the constant development and improvement of the economic base, 
which te the sum of the relations of production, so that the superetructure 
conforma with and speeds up the development of the economic base, and 
through the economic base, speeds up the development of productive forces. 
These questions need to be further studied. Finally, we must emphatically 
point out that the Chinese Communist Party is the nuclear force Leading 
the socialist undertaking. Basically speaking, without party leadership, 
we cannot have all the things in modern China. We must strengthen and 
improve party leadership and increase the combat power of the party so as 
to overcome the various obstacles in the realization of the four moderni- 
zations. This is the most important guarantee for the smooth carrying out 
of socialist modernized construction. Only under the leadership of the 
Chinese Communist Party can we accomplish the general tasks in the new 
period and realize the socialist modernizations, 


(This article has been compiled with the assistance of Comrade Wang Yiwei, 
June 1980) 
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BOCONOMIC PLANNING 


ViEWS ON HOW TO PROCEED WITH INDUSTRIAL REFORM GIVEN 
initiating Total Reform 
Beijing GUANGMING RIBAO in Chinese 2 Aug 80 p 4 


[Article by Sun Kuewen [1327 1391 2429) and Sha Jicad [3097 0679 2988): 
"Talking About The Probleme Of Initiating Total Industrial Refors") 


|Text) There are at present two typ*s of ideas about the problem of 
initiating induetrial reform. One advocates firet proceeding with 
expansion of enterprise autonomy, with subsequent adjustment, consolidation 
and organization of corporations, that is, to “take the organization of 
enterprise corporations as the breakthrough point in industrial refora." 
The other idea advocates firet organizing enterprise-type corporations, 
with subsequent expansion of enterprise autonomy, that fe, to “take the 
organization of enterprise-type corporations as the breakthrough point 

in induetrial reform" Thie article contains a discussion of several of 
our mdest opinions regarding thie question. 


For a long period of time, in our nation's industrial management systen, 
there have been drawbacks from excessive concentration as well as short- 
comings from over-decentralization. In expanding enterprise autonomy, 
the resolution of the problem of excessive concentration within the industrial 
management system and management methodology is of major importance. In 
the reorganization of industry and the establishment of enterprise-type 
corporations, the resolution of the problem: of decentralization and 
disorder inherent in the mode in which industry is being organized is of 
major importance. These two endeavors are two critical substantial and 
component parte in our nation's industrial reform; they are proceeding in 
the right direction and both should be carried out conscientiously. 


At present, pilot project work in expansion of enterprise autonomy has 
spread throughout the nation, with such experiments in industrial reforms 
and creation of enterprise-type corporations underway in cities and 
provinces Like Shanghai, Beijing, Tianjin and Liaoning. Looking at the 
experiences of the current experiments and speaking in terms of these two 
projects, we believe that in proceeding with total industrial reforn, 
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the advance reorganization of industry and creation of enterprise=type 
corporations is most suitable, Specific grounds for thie are! 


|. Ap Advance Overall Exupanston of Enterprise Autonomy With Adjustment 
Of Resulting Conflicts, Then An Advance Organisation Of Enterpriee-type 
Corporations Will Be Beneficial To Achievement Of The Readjustment Mission 


Owing to the fact that there is serious economic dislocation proportionally 
among the citizens of our nation at the present time, “readjustment is 

the key Link” in the implementation of the “eight point policy.” If the 
proportional dislocation is not resolved, effecting an overall recovery 

of the entire domestic economy will be difficult. Presently, some are setting 
forth in response to the requirements and intereate of local areas, 
departments and unite, and ae regards making adjustmente and reorganizing, 
are just biding their time, After the autonomy of enterprises is expanded, 
all industries and enterprises must use all possible means to maintain 
original production, and even if product lines are long, quality is 
deficient, consumption (of energy, raw materials) ie high, prices are high 
and losses are serious, they should be unwilling to shut down or stop 
production and thus sertously affecting the speed by which adjustment is 
progressing. Among present-day industries and enterprisee are some which 
urgently need development and aleo some which require adjustment or 
elimination. Because of this, and under these circumstances, 4 sweeping 
and indiscriminate expansion of autonomy for all is inappropriate. 


Ae for the enterprises which require adjusting, it is not some question of 
“expanding autonomy.” If we adopt the measure of concentrating those 
industries and enterprises which are decentralized and organize enter- 
prise-type corporations according to the trades, it will be a form of 
reform which will undoubtedly be beneficial for achievements in adjustment 
and in advancing the domestic economy. This is because in organizing 
corporations according to the trades, there is a possibility that the 
corporations can quickly deduce the requirements and situation concerning 
production with respect to supply and marketing for said trades, as well 
as overall planning, comprehensive arrangements, preserving the positive 
and eliminating the negative and taking from the long to add to the short. 
They could apply determination to resolving the problems of long product 
lines, high consumption, high expenses, deficient quality, and serious 
losses, and carry out “closely coordinated" shutdowns and closures for 
enterprises and goods so that there would be no need to be worried or 
softhearted. Total redistribution can be carried out within the trades 
with regard to equipment, facilities, factory buildings and personnel 
made available through readjustment, and a fairly beneficial result could 
ensue. 


2. An Expansion Of Enterprise Autonomy With Rectification Of Contradictions 
Arising From “Large And Complete" And "Small And Complete," Then Establish- 
ment Of Enterprise-type Corporations Will Be Beneficial Toward Resolution 
Of The Problems Of “Large And Complete" And "Small And Complete” 
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At present the proportion of “Large and complete” and “emall and complete” 
composite “all-purpose plante” is very great in our nation's industries 

and enterpriees. There are many evile in these “large and complete” and 
“amll and complete” types: one ta that capitalisation ts expanded, and 
many unnecessary equipments and facilities are added; a second is that 
latge-batch production, te changed into diversified small=batch production, 
bringing about a dimintehed utilization of equipment and facilities and 
dimintshed labor output and production; thirdy, they are not conducive 

to the adeption of higheeffictency spectalized facilities and advanced 
teciniques of advanced technology, so that 4 situation is readily created 
where induetry and production are over-fragmented, quantities are low, 
quality te defietent, and prices are high. This situation of “large and 
complete” and “emall and complete" ie a major obstacle blocking our nation's 
realisation of the four modernizations, However, subsequent to the expansion 
of autonomy for enterprises, most are unwilling to effect exchanges of 

their own various equipment and facilities, work processes, miscellaneous 
fittings and concerned personnel, and reorganize industry according to 

the principle of cooperative apectalization. This ie because the enterprises 
believe that once these exchanges are made, they no longer have their former 
high profietency. Additionally, many matters require help from other people 
onto which te added the fact that at present the tax system has yet to be 
reformed, and when a cooperative plat is added, a source of tax revenues 

is also added, resulting in reduced profits for the enterprise. The 
enterprises all want to act ae the “base angle" rather than the "complementary 
angle" and thus they all wholeheartedly want to support the original “large 
and complete” and “emall and complete" situation. At present, considering 
the interests of the departments and locations of the rewly-established 
enterprises, the majority peesiet in a desire to operate on a basis of the 
“all-purpose plant." It can be seen that by beginning with the expansion 
of enterprise autonomy, no help is given to the resolution of this problem, 
and on the contrary the problem is solidified. Only through organization 
of enterprise-type corporations will it be possible to perform a total 
overhaul and changoever to specialization, amalgamation and changeover of 
products, and only then can small-scale production become large-scale 
production, smali-batch become large-batch, the superiority of cooperative 
specialization be brought into full play and productive force greatly 
developed. 


}. If Contradictions Result Between (Policies 9f) Expansion Of Enterprise 
Autonomy First And Rational Disposition Of The Productive Force Of The 
Whole Society, Then Organization Of Enterprise-type Corporations Will Be 
Beneficial Toward Resolution Of This Problem 


An important policy which our nation should adopt in carrying out the four 
modernizations is to make a rational disposition of tne productive force 

in society, have the advanced plants "get all they can eat and go ahead at 
full throttle," and have the backward plants rehabilitated or gradually 

eliminated. If Expansion of enterprise autonomy is first, all enterprises 
will compete with each other in production; this could create a situation 
where large plants don't "get enough to eat" and the small plants continue 
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to operate, Aithough Chis shows that chere will be enthusiasm subsequent 
to expansion of enterprise autonomy, « certain number of enterprises 
hevertheiees pay no heed to production capabiiicy and proceed blindly with 
their business. At present, in order to selive the problem of “not getting 
emugh to eat,” some enterprivese are ignoring che direction (being taken) 
by the prodwet ines and are pot giving coneideration to whether oF not 
their technologies are stellar, They want te do everything, go everywhere 
for blueprintiae and once they pet them they go into production. in this way 
the plant which ofiginaily produced thie type of goods has nothing to do 
and a8 a result it is of no benefic to the bringing inte play of the 
faclitties capablilcty and production spectalties of the two unite, and 
mreover the quality of the producte cannot be assured. If initially the 
organization of enterprise=type corporations is begun, with as bases those 
enterprises which have large, “backbone’ or totally advanced factitieds, 
and then the medium and smal! enterprises of etmilar trades are organized, 
and they proceed with divieton of work, cooperation and specialized 
production, the function of advanced plants and advanced technologies and 
facilities can be fully brought into piay. With regard to those backward 
plants, some are amalgamating and effecting a changeover of products, some 
apecialize in production of miscellaneous ficttnge, some carry out preventive 
mintenance for large plants, each having a proper role to piay and bringing 
that role into play. 


Since enterprise-type corporations have a unified plan, it ie unlikely 

that newly-eetablished enterprises and plants would continue to carry out 
duplicative or blind production. In setting up corporations it wili 

be possible for enterprises to fully bring into play their basic role to 
realize the four modernizations and for there co be a rational) distribution 
of production. This is an achievewent which cannot be made by first 
proceeding with expansion of enterprise autonomy. 


5. It Contradictions Exist Between The Expansion Of Enterprise Autonomy 
And Reduction Of The Capital Conetruction Front, Then Organization Of 
Enterprise-type Corporacions Will Be Beneficial Toward Resolution Of The 
Problem Of an Excesrively Long Capitai Construction Front 


For the past two years, in order to adjust che entire domestic economy, the 
nation has resolved to reduce capital construction investment and scope, 
However, there has been great growth in departmental and local unprogrammed 
projects. Based on what ts known, at the end of the year before iast 
65,000 capital construction projects, along with 39,000 modernization or 
rehabilitation projects, had been approved by administrative organs at 
various levels. S8ased on the possibilities allowed by presently available 
financial) and mteriai resources, it would cake ten years for all this 
construction to be completed. Of projects included in last year's planning 
which were requested to slow construction, nearly half have not been slowed, 
and unprogracmed projects are springing up everywhere. 


Looking at the capital construction front as a whole, it has not been 
reduced, but has been enlarged. One of the reasons for this is that since 
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the division into different levele of financial administration and the 
expansion of enterprise autonomy, localities and enterprises have had 

fined financial and material resources, added to which is the routine 
surplus laber force of the enterprises, Thue there te high enthusetaes 

for funding for capital construction planned by themselves and projecte 
conetructed by themselves have grown sharply in number, While matlere 
continue ta this vein, the previous adjustment alesion is unaccompl ished 
and gow a4 new adjustment mission has arrived, If we firet organize enterprise= 
type .orperations, the blind construction and duplicative construction by 
enterprises can be avoided to 4 certain extent. This is because when 
multitudinous enterprises are formed into one corporation, all of the 
plante, workehope and welfare agencies belonging to the corporation can 
firet extract latent energy, f1il up the gape and make full utilisation 
within che corporation iteelf and engage in new construction, rehabilitation 
ot expansion based solely on genuine needs. (The corporation's) capital 
construction mission will certainly be guch leas than that of tndividual 
enterpriees operating “all-purpose plants.” 


In summary, by first proceeding with reorganization of induatry, and 
establishing enterprise-type corporations, and on thie base then carrying 

out an overall expansion of corporation and enterprise autonomy, the long- 
standing problem of excessive decentralization of industrial management 

can be resolved. in addition, it will be beneficial toward the resolution 
of excessive centralization as well, and economic achievements can then be 
furthered, with benefit to the advancement of achievements throughout 

the domestic economy. But if firet the enterprise autonomy is expanded, 

the simultaneous generation of these two functions will be difficult. Because 
of this, we hold that in 4 period in our nation of major industrial refors, 
the comparatively @ore rational program ise to first proceed with organization 
of enterprise-type corporations. 


Market Information Center 
Beijing GUANGMING RIBAO in Chinese 2 Aug 80 p 4 


[Article by Shi Jiangiang [4258 1696 1730): “There Are Many Benefits To Be 
Had From Setting Up A Market Information Center") 


[Text}] So as to meet the needs of combining planned adjustment and market 
adjustment, the Hunan Province Commodities Bureau Production Service 
Corporation has established a commodities market information center on 
Wuyi Middle Road in Changsha City. The information center has gathered 
intormation on the status of surplus stockpiled commodities resources 
valued at mre than two trillion fifty million yuan at @ore than 200 
plante, mines and other enterprises. After these dita underwent arrangement 
in different categories, close to 10,000 "suppliable commodities cards" 
were filled out according to type of goods, specifications, and aodel. If 
a customer hae « need to buy a certain type of commdity, only a few 
minutes’ time is required to refer to the cards and to ascertain whether 
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the item ie avaliable and, if so, where, This takes the place of sending 
4 pereon, telegram, or letter, as wae done formerly, 


At a eite of the Fenghuang County Setenttfic Committee located in the far 
weet of Hunan, there was an urgent requirement by a ectentific research 
project for two 900%2700 ball mille, and « person wae sent to thie informe 
tion center to seek assistance, where thie problem was resolved after only 
a few minutes’ time was expended. The construction directorate for several 
research tnetitutes of the Hunan Province Sctentiftc Committee had an urgent 
requirements for two 6/D 55x6 deep-well pumpe and two JLB 262-2 15KM 

mtor generators, and sent a person to thie information center to veek 
eseistance, However, deep-well pumps are not produced in the province 

and this model of generator wae not available, The comrades at the infor- 
mation center sought assistance outside che province with the result that 
the resolution of the problem was achieved very quickly. 


There are considerable advantages to establishing a commodities market 
information center. One is that by gathering resources (data), mattere 
are made convenient for the customers, In the past, owing to the fact 
that resources were scattered in a thousand locales, an enterprise needing 
to buy an amount of a commodity had to run east and weat, searching in the 
blind. Now, when a customer neede a commodity, he need only come to the 
information center to refer to the cards, can get a response quickly, and 
can enjoy a selection and purchase on the spot or in the vicinity. 


Second is that it links up (trade) channels and acts as 4 go-between. In 
the past owing to the fact that these channels were not linked up, A could 
have 4 surplus with no market and B could have an urgent requirement but 
not know where to look. Now, the information center both promotes sales 
for the enterprises and aleo launches searches for items to satisfy 
urgent production requirements and is effective in the role of middleman. 
Third te that market statue specifies are beneficial to market adjustment. 
The information center not only has on hand resources volumes, types of 
goods, specifications and models, but moreover has information readily 
available on the trend of commdities in the aarket, and the supply and 
demand situation. This furnishes reliable bases for production and 
planning departments in their disposition of production and ordering of 


goods. 


Fourth is that expenses are conserved and procedures are simplified. At 
the information center, personnel are few, funds are great and unwarehoused 
resources are numerous. Por resources valued at gore than two trillion 
fifty million yuan, there is only one building and a few people to manage 
them. Resources are furnished by the information center, and accounting 
procedures are accomplished there as well. According to regulation, 4 one 
percent service commission is collected. If there is no requirement 

for accounting, as in the case of various odd-lot commodities, information 
can be furnished free of charge with the handling of procedures being 
accomplished directly by the customer at the point of supply. 
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FINANCE AND BANKING 


BANKS CAN PLAY ROLE IN PROMOTING SOCIALIST PRODUCTION 
Shanghai JIEBFANG RIBAO in Chinese 23 Jul 80 p 4 


[Article by Hong Jiaguan [3163 5521 4619]; "“Banke' Leverage Function Should 
Not Be Ignored") 


[Text] If the national economy is compared to a flowing stream, then cur- 
rency te the running water of the stream. Making the fullest use of the 
function of currency in society is helpful in keeping our national economy 
lively. Banke are the organizations that specialize in the management of 
currency flow, and making the most of the role of banks can promote the 
realization of the goals of socialist production. 


Marx wae extremely attentive to the role of the banks in society. In dis- 
cussing the banking system, he said, "During the period of transition from 
capitalist production methods to unified work production methods, the credit 
system can function as a powerful lever." ("Complete Works of Marx and 
Engels,” Vol 25, p 686) The leverage function of socialist banks on the 
economy is embodied principally in turee areas. The first is the distri- 
bution of credit funds, whose effects include embodied labor and human labor's 
total amount of social labor distributed to every sector of the economy, 
thereby helping form a correct proportion. The second is direction and 
control of the economic activity of business enterprises through economic 
interests, paying attention to economic benefits so that enterprises will 

not etray from the goals of socialist production while developing pro- 
duction, The third is application of the economic medium of currency to 
stabilize finance, stabilize prices, raise all kinds of funds, and regulate 
the direction of the flow of currency and funds so as to ameliorate and raise 
the people's livelihood. All of these banking functions are intimately 
related to the goals of socialist production, When these three functions 
are used well, they can, by flowing through an area, assure the realization 
of socialist production goals. 


After liberation, China's banks played a very good role in promoting reali- 
zation of socialist production goals, and once the transformation of 
ownership was virtually complete, their function in this regard declined. 
In 1958 when the slogan “Bank loans as needed for industry to product and 
commerce to produce” was put forward, bank credit actually became a supply 
system, whic caused the banks to lose the regulating function they should 
have exercised on the economy and a pa. Whenever planned work 














failed, the banks not only could not promote proportional adjustment to 
satiafy the needs of the people's livelihood, but they instead helped the 
proportional imbalance to grow=-=to the impairment of the people's Livelihood. 
During the rampage of the “gang of four," the banks were unable to carry out 
their functions in the management, use, and flow of funds, Whenever any~ 
thing at all was done, it was branded a "purely capitalist view,” and every 
measure that was of use in enlivening the economy was considered to be “a 
departure from the classics and a rebellion against orthodoxy." Whenever 
one wanted to do something to improve the livelihood of the people, it too 
became subject to all kinds of restraint and limitations, Though branch 
banks were spread throughout the country, and even though the water in the 
socialist economic stream flowed on and on, it could not be used to irrigate 
or enrich the [itelds, 


Now that the national economy is to undergo readjustment and the system of 
management ie to undergo consolidation, there is a need and the conditions 
exist to make full use of the banks' leverage to promote the realization of 
socialist production goals. The banks have also begun to do some work in 
this area, and they have made definite accomplishments, for example, they 
have destroyed the former rules and regulations about healing only with 
circulating capital business, making medium and short-term equipment loans 
to promote a readjustment in proportional relationships. Through differences 
in interest rates, they have promoted the rapid circulation of capital in 
enterprises so as to increase the economic effectiveness of loans. They are 
preparing to operate a trust business to promote the integration of various 
economic components and to raise idle funds from every quarter in order to 
support the development of the light textile handicrafts industry. For a 
rather short period of time in the past, banks were placed in the position 
of being part of production, lopsidedly emphasizing that the economy deter- 
mines finance and that production determines distribution and flow. In the 
future, this situation must definitely be changed, with the banks bringing 
into play through their own professional activities a role in combining 
planned regulation and market regulation, In using leverage, it is necessary 
to pay attention to the position of the fulcrum, the point of force, and 

the point of load. Application of the economic leverage of banks also 
requires making every effort to do what is suitable, skillful, and effective. 
We should use banking operations to carry the load of development of com- 
modity production, expand commodity fiow, and promote the realization of 
socialist production goals, and we should check on how well the banks ful- 
fill their tasks. 
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FINANCE AND BANKING 


QUESTIONS, ANSWERS ON ECONOMIC LEVERAGE OF BANKS 
Beijing ZHONGGUO JINRONG [CHINA'S BANKING] in Chinese No 5, May 80 pp 16-17 


[Article by Yu Ruixiang [0827 3843 4382]; "Several Questions Concerning the 
Economic Leverage of Banke") 


[Text] With the shift in the entire party's work emphasis in the wake of 
the Third Plenum of the llth Party Central Committee, and the thorough 
implementation of a program of readjustment, restructuring, consolidation, 
and improvement, more and more people have become aware as the result of 
experience that in the process of realizing China's four modernizations, 
making the most of the banks’ economic leverage role is an extremely impor- 
tant issue, 


What Is the Economic Leverage Function of Banks? 


What is the economic leverage function of banks? Briefly it is the pro- 
fessional activity of banks in playing a promotional, supervisory, and 
regulatory role in the national economy, leading economic units to undertake 
production and circulation of commodities in accordance with state plans and 
social needs. 


The economic leverage of banks is determined by the nature of the bank and 
its position in the national economy, In a capitalist economy, banks use 
the credit supply and the amount of leans, limitations on the length of 
loans, and interest rates to enterprises as a means of guiding the means of 
production and the labor force to shift to different sectors of the economy, 
to promote the averaging of profits, and to make rough automatic adjustments 
to the proportional relationships in the national economy so that the 
capitalist economy will develop smoothly. In a socialist economy, the 
function served by the economic leverage of banks is much more beneficial 
than in capitalism. First of all, the banks take public ownership of the 
means of production as their foundation, and indivicual economic sectors 
have no fundamental conflicts of interest, In their professional acti- 
vities, banks have none of the restraints of private benefit, so they are 
able to act genuinely in accordance with state programs and policies and 
with the requirements for overall balance to coordinate, control, and guide 
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economic activities, Second, the state banks are the sole or anisationsa for 
the tasuance of currency, They are the nationwide etarting po nt and 
reating place for the flow of cash, By using money receipts and settlement 
of transfer accounts, the banks can take control of the rise and fall of 
monetary action in society. Third, the banks are centers for credit 
throughout the country. The circulating capital used by enterprises tie 
provided to a large extent by bank loans. By tightening or loosening con- 
trol over loans, or by issuing and recalling them, the banks can have a 
powerful effect on the economic sector, Fourth, the banks are spread in 
cities and villages throughout the land, and they have regular professional 
dealings with individual economic units, which are permeated by the banks’ 
professional activities, The banks are not only able to reflect the 
situation in an enterprise, they are also able to reflect the situation in 
a region or throughout the country, or tendencies toward change throughout 
the entire national economy, The people term this overall reflectivity of 
the banks the national economic "thermometer." This "thermometer" is an 
indispensable inetrument for bringing into play the leverage of the banks. 


Lenin paid extremely close attention to the regulatory function of banks 

in the economy. Early on in the October Revolution, he said: "Bank policy 
is not limited to the nationalization of banks, but there must be a 

gradual, albeit steady, transformation of the banks into unified accounting 
organizations and regulatory organizations to regulate economic life through- 
out the country in accordance with socialist organization." 


Looked at in terms of the realities of bank operations in our country at 
present, we are still a long way from the requirements that Lenin proposed, 


How Do Banks Exercise Economic Leverage? 


How do banks fully exercise leverage to regulate the economic life of the 
society? As a result of many years’ experience, proper handling of the 
following relationships is of major significance. 


l. Correct handling of relationships between banks and the state economic 
plan. Socialism is a planned economy in which each individual sector of 

the national economy, including banks, must obey a unified state plan. 

This must be adhered to. The problem lies in the plan's being a plan that 
cannot be totally accurate and cannot include everything under the sun. 
Regular adjustments to the plan are therefore necessary, and attention must 
be given to bringing into play the supplemental functions of the marketplace. 
Consequently, in the course of their professional activities the banks must 
strictly and conscientiously carry out the plan, and not simply handle 
matters mechanically according to plan. When the plan is in accordance with 
objective economic laws, embodies an overall balance, and provides sub- 
stantial economic results, the banks vigorously support it. On the other 
hand, when the plan contravenes objective economic laws, is proportionately 
out of balance, and produces no dovetailing of supply and marketing, the 
banks do not support it. In the case of some market demands, production of 
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economic value, and construction projects, even when not part of the plan, 
the banke May give needed eupport depending on the market, materials, and 
funde, Im ehort, the banks do not have to place themeelves in a completely 
inactive and passive position vieweevie the plan, but should definitely play 
an active wole (o make needed revisions and provide additions to the plan, 
in the actual teeuanee of loans, whether to loan or net to loan, how much 

te loan, and the period of the loan must be decided by the banks on he 
basis of actual clreumetances, and outeide unite have no right to interfere, 


Correct handling of relations between banke and public finance, Public 
‘itance and banke are the two basic channele for mobilizing and distribut ing 
funds. Theee two channele fundamentally are mutually reetraining and 
mutually complementary. However, in long yeare of experience the banking 
channel hae net been applied well, end banke have alwaye occupied a subor~ 
dinate statue, According to the exieting public finance and banking system, 
all of the net income from banking operations, except for a portion kept by 
the bank tteelf for accumulation, te handed over to public finance, and the 
increased loan funde that banke annually require are disbursed by public 
finance. For various reasons, however, public finance sometimes is not able 
to aseure inereased disbursement of needed funds, Even though a bank's 
annual profite gay amount to gore than several hundred million yuan, the 
bank's own accumulation. ie very elow, and the amount of funde it possesses 
ie very emall, 


The subordination of banka to public finance is aleo revealed in the fact 
that the banke are alwaye in a equeezed position. Frequentiy, capital con- 
atruetion equeeres public finance, and public finance squeezes the banks, 
and the banke ieeve banknotes. The several instances since the founding 

of the People's Republic in which there was a rather large amount of bank- 
notes in circulation came about that way. As regarde redistribution of 
national income, public finance looks after investment in capital con- 
struction and the normal circulating capital (1.e., quota funds) used by 
enterprises, and the banke look after seasonal and temporary circulating 
capital (i.e., funde in excess of quota). That is to say, all of the funds 
required by enterpriees for further expansion of production, plus most of 
the funde ueed simply for additional production, all derive from investment 
by public finance. Bank loane solve only the need for emall amounte of 
funde to maintein additional production. Banke are completely unable to do 
anything about expansion of production, This system binds the banks hand 
and foot. How can they regulate the economic life of society’ it is neces- 
sary to untie the bonds that fetter the hands and feet of the banks and to 
do away with the practice of banke being able only to make loans of circu- 
lating capital but not being able to make loans for equipment needed to 
renovate technology, and to do away with the old conventions whereby banks 
can only make loans to business enterprises for production or circulation 
but are unable to make loans to labor or service units. Banks should 
support anything that helps develop social productivity, diversifies the 
market, increases income, produces economic benefits, or is a construction 
or labor enterprise. The greater the scope of bank's use of funds, and the 
better the resulte, the larger their economic regulatory function, 
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In order to meet the neede for funds for use in development, banks must 
actively expand their sources of funde and must, ineofar as possible, amase 
funds lying idle in society, At the same time, they must broaden the power 
of (heir own funds, Some have proposed that all bank profits, except for 
4 certain proportion passed upward to peblic finance, should be for the 
banks’ accumulation and for direct use in the expansion of credit funds, in 
order to guarantee the need for loan funds for production and construction, 
Thies view merits consideration. 


‘, Correct handling of relations between banke and business enterprises. 

In order to use their economic leverage, banke cannot practice egalitarianism 
in their various professional activities, but rather they must act to 
encourage and restrain in accordance with etate programe and plane; only in 
thie way can they unify service and supervision. In the case of loane, 

they must practice, "discriminatory treatment, with support going to the 
finest,’ eo that funds are used for the greatest needs of the marketplace 
and for maximum economic advantage. There are two levels of meaning here. 
One ie the need for priority support to sectors urgently in need of develop- 
ment by the state and increased production of commodities in short supply. 
Second is priority arrangements for funds needed by enterprises that are 
well managed and make 4 great contribution, Sectore for which the state 
wants to control development, or enterprises where administration and 
management are in disarray, as well ae those whose producte find no 
markets, should have their loans tightly controlled by the banks or have 
loans halted, so as to force them to transform their production, improve their 
management and administration, and improve the quality of their products so 
that they will find a ready market. This is a major action that banks can 
take to make use of their economic leverage and regulate economic life. 

Of course, reatrictions on bank loans to enterprises may increase their 
difficulties, but this is helpful in exposing contradictions and promoting 
@ solution to them. Use of bank loans to protect batkwardness and cover up 
contradictions is not good practice, 


4, Correct handling of vertical relations within banks. Banke are the 

sole organization in the entire country for the issuance of currency. They 
are the hub of national financial activity, and the professional activities 
of banks branch out into every sector of the national economy. Therefore 
they muet inetitute centralized and unified leadership. They cannot be 
decentralized. It must be realized, however, that the various professional 
activities of banks are handled by grassroots banks everywhere, and the nature 
of the subjective activity of these grassroots banks in their professional 
operations has direct implications for the development of banking operations. 
This point aleo has relevance to whether or not the economic leverage of the 
banks can be fully brought to bear. Consequently, bank administration and 
management should not be unified to death. Each echelon of banks, parti- 
cularly graseroote banks, should have a certain amount of flexibility and 
necessary autonomy so that they can carry out their professional activities 
by adapting methods to local circumstances. For savings, loans, aad interest, 
there should be arrangements that take account of the welfare of all. The 
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savings and loan |pelicy) sheuld. be that those who save the moat get the 

most loans, Nor should interest rates be stereotyped by total and complete 
unifieation, There have to be different interest rates to encourage the 
advanced and lash the laggarde, There should be some fluctuation in loan 
interest ratee to give graseroote banks flexibility, depending on different 
objectives and different intentions, and give full play to the economic 
leverage of interest rates, Additionally, the operating accomplishments and 
the economic welfare of unite and individuals should be combined to encourage 
everybody to work induetriously and make a greater contribution, 


94172 
C80: 4006 


53 











HEAVY INDUSTRY 


GUANGDONG HEAVY INDUSTRY ADVANCES WELL 
Guangzhou NANFANG RIBAO in Chinese 29 Jul 80 p 2 


[Article by Zhu Qi [2612 1142] and Li Lici (2621 4539 6337): "“Guandgong 
Province's Heavy Industry Advances in the Midst of Readjustment. In- 
dustrial Groes Output Value Increases by 3.1 Percent Over the Same Period 
Last Year, and One Major Group of Goode Shows Large-Scale Increases") 


[Text] During the firet 6 monthe of this year, Guangdong Province's 
heavy industry registered new accomplishments even while readjustments 
to the national economy were in progress. Total industrial output value 
increased 3.1 percent over the same period last year, with large-scale 
increases in major commodities such as iron and steel, rolled steel, 
coking coal, non-ferrous metals, electric power, building materials, and 
chemicals. 


In the process of readjustment of heavy industry, Guangdong Province 
first closed dow, combined, or changed the output of those enterprises 
in which production conditions were not as they should have been, where 
the pattern of distribution was irrational, where consumption was high, 
waste great, and losses severe. The manpower, material resources and 
financial resources of these enterprises were put to use in like trades 
in more advanced enterprises so that the remaining enterprises woul 
have enough work to do and could work at full speed to give fullest play 
to their productive capabilities. During the last half of last year, 

in addition to the combining of the Beijiang Steel and Iron Plant with 
the Shao,suan Steel and iron Plant, a total of 63 shops, plants, and mines 
were closed throughout the province. These included small iron and steel 
plants, emall nitrogenous fertilizer plants, small aluminum smelters, 
enall electric furnaces, and emall coal mines. During the first 6 months 
of this year, iron and eteel and chemical fertilizer production through- 
out the province increased, nevertheless, from 10 to 20 percent over the 
same period last year. Following the closure of emall nitrogenous fer- 
tilizer enterprises throughout the province amounting to one-sixth of 

all such enterprises, the number of liang of coal consumed per ton of 
ammonia produced for the entire industry between January and May, and 
the consumption of electricity declined 11.5 percent and 5 percent re- 
spectively over the same period last year. There was a remarkable 
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reduction in total loss figures, and profitable enterprises gradually 
increased, During the fireat 6 months, output of nitrogenous fertiliser 
from emall plants increased by 11.3 percent over the same period last 
year. During the course of the readjustment in heavy industry, Guangdong 
Province wae etill able to give attention to readjustment of the composi- 
tion of commodities produced and to the orientation of ite production, 
taking the initiative in serving agriculture, light industry, and the 
marketplace. An example was when the Guangzhou Steel and Iron Mill and 
the Shaoguan Steel and Iron Mill ceased production of slow moving medium 
plate. The Shaoguan Steel and Iron ‘141) and a rolling mill for making 
thin 1.2 meter plate that had never gone into production, and which 

was coverted to making wire rode so that output of emall rolled steel 
producte during the first 6 months of the year increased by 37 percent 
over the same period last year. Non-ferrous materials, capital construc- 
tion materiale, and chemical raw materiale necessary to the light textile 
induetry aleo fairly well met the neede of production. Additionally, 
during the readjustment of heavy industry, Guangdong Province organized 
spectalized and joint production in accordance with the production orien- 
tation of enterprises. This benefited the development of heavy industry 
iceelf. Formerly there were numerous enterprises within the same trade 
and induetry that were either “big an’ complete," or “emall and complete." 
Their technology was antiquated and numerous outfits produced the same 
goods. Quantities were emall, quality was poor, and losses were heavy. 
Now a number of enterprises of similar types have been organized into 
various heavy industries and trades, and they divide up work and 
cooperate in accordance with their major specialties. This has raised 
the output level of the enterprises. A case in point is the Guangzhou 
‘Municipal Machine Tool Company, which after having instituted specialized 
cooperative production, organized several machine tool plants to produce 
machine tool spare parts for export, with the result that the number of 
machine tools exported by the Guangzhou Machine Tool Plant more than 
doubled. 








CAPITAL CONSTRUCTION 


IDEAS ON REBULLDING OLD TIANJIN OUTLINED 
Tianjin TIANJIN RIBAO in Chinese 8 Aug 80 p 2 


[Article by Hua Wen [5478 2429): “Accelerate the Pace of Rebuilding the 
Old City") 


[Text] Acceleration of the pace of rebuilding the old city is a major 
task in the building of a new Tianjin. I would like to talk about several 
views on this iseve for the consideration of the authorities concerned. 


1. Firet of all, it is necessary to uphold the principle of Linking 

the rebuilding of the old areas and the building of satellite cities and 
towns. There are difficulties in looking only at the rebuilding of the 
old city, and in placing work emphasis on the development of the city 
toward fringe areas must inevitably lead to an irrational expansion 

of the present pattern, which will make the city larger and larger, will 
take up 4 lot of agricultural land for no benefit, and will cause a whole 
series of hardships in the lives of the people. The result will be ex- 
venditure of considerable investment for inconsecuential chanees in the 
appearance of the city with the people being unhappy! Unless there is 
study and construction of new satellite cities and towns to make use of 
the numerous practical and living advantages in winning over the masses, 
then the rebuilding of the old city will always be a paper exercise. 
Consequently, my idea is a combination of the two, with the one comple- 
menting the other rather than doing one at the expense of the other. There 
can be a distinction on emphasis and on priorities at the time of implemen- 
tat ion. 


2. Make clear that construction of satellite cities is for the purpose 
of rebuilding the old city, and controlling, and suppressing urban popula- 
tion. Therefore, satellite cities must completely embody the basic re- 
quirements for modern cities from planning to building, to administration. 
This means at the very least that they must be better constructed than 
the old urban area, be more appealing, and not be inferior to the old 
urban area in supply or policy. The two points are explained as follows: 
firet, in the construction of satellite cities, it is not desirable that 
all will bloom at the outeet, but rather that investment be concentrated 
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on the completion of one or two, both to serve as models and as experiments. 
Second, the industry located in the satellite cities should not be solely 
of a aingle kind. The lesaions of experience should be absorbed. 


3. Construction of a new Tianjin should be done with large strategic 
objectives in mind, with emphasis going to the construction of cities 

and towns in suburban counties. The placement in cities and towne in 
suburban counties of agricultural sideline processing industries and 
handicraft industry production ie envisaged, in the main. If a great 
change occurs within 10 years in the countenance of cities and town in 
suburban counties with all kinds of facilities following along, quite a 
few people will be attracted threr, end thie will be helpful, no doubt, in 
the rebuilding of the old city. In @ certain sense, construction of 
cities and towns in suburban counties should require less investment than 
the building of a satellite city. Therefore, the location of the satel- 
Lite city must be linked to that of the cities and towne in suburban 
counties. It must be stated that construction of these kinds of cities 
and towns must emphasize gradualness with no rushing into masse action. 

In this regard, the enthusiasm of counties in suburban areas cannot be 
underest imated. 


4, In order to overcome the irrational layout of the old city and to 
quicken the pace of rebuilding of the old city it is necessary, beginning 
now, that no further new construction or expansion of industrial plants 

or institutions be undertaken within the area of the old city. New con- 
struction should be done in the satellite sity or in towns in suburban 
areas (or counties), and expansion should aleo be done through the con- 
struction of branch plants in satellite cities and towns outside the city. 
In the case of municipal public utilities, cultural, athletic or medical 
facilities, inasmuch as there has been an imbalance for a long time in 

the proportion of flesh to bone, both expansion and new construction should 
be allowed to continue as planned in the old city. 


5. In the case of industrial plants that cause serious pollution of the 
environment, once investigation has clarified matters, they should be 
required to treat the problem in their present location within a certain 
amount of time. They may not add to the pollution of satellite cities 
and towns or to the suburbs and the county as a means or reducing urban 
pollution. If the engineering required to control the pollution is com- 
plicated and the plant is unable to set matters right, the plant should 
decide to move into the satellite city. However, once it has moved, 

it should have to institute pollution controls. In the future, whether 
in cities or countryside or in new areas, newly constructed industrial 
plants must be designed, be constructed, and go into production in com- 
pliance with pollution controls. 
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FOREIGN TRADE 


EXHIBITION OF BEIJING PRODUCTS IN HONG KONG DRAWS 'AMAZING' RESPONSE 
Beijing BELJING RIBAO in Chinese 16 Jul 80 p 2 
[Article by Wang Jiayan [3769 0857 1750): "An ‘Amazing’ Exhibition") 


[Text] Recently, we visited the entire "Beijing Municipality Export 
Trade Exhibition” delegation which just returned from Hong Kong. They 
said: we were truly amazed at successes like these! 


This exhibition was the first time that export products from this city 

were taken to Hong Kong and a comprehensive type of sales display undertaken. 
The exhibition was opened on 31 May and closed on 22 June; there were 2 

days “off" during this period, and during the 21 days of actual operation, 
there were 170,000 visitors and deals worth $7.5 million were concluded. 


During the first 2 days of the exhibition, heavy rain fell continuously 
in Hong Kong, but elderly men and women came in leaning on their canes, 
students bounced in, and businessmen from Taiwan, Singapore, Thailand and 
the Phillipines, having received the news from affiliates in Hong Kong, 
came as well. The exhibition was open for only 4 and a half hours in the 
afternoon, but on the first day 19,000 people attended, and attendance 
increased sharply on the second day to 25,000. 


A large-type jade carving, "Green Jade Sea," designed by famous craftsman 
Wang Shulin, was carved under his direction by more than 40 artisans. 

The superb craftsmanship of it's carving techniques and magnificent 
boldness of vision fascinated the visitors and people were constantly taking 
photographs, pointing it out and admirint it. One attendee, seemingly 
coming to a realization of a great truth, said to his companions, "This is 
truly a rare treasure! Look, it doesn't even have a price tag." The 
all-season "King" brand shirts, thin as a cicada's wing, also had the 
crowds of visitors clicking their tongues in admiration. "Beijing's 
textile industry is capable of producing the seldom-seen 120-count “pure 
yarn synchronous weave" clothing material--that's outstanding*®" 
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On one occasion 5 people came from 4 major clothing plant in Hong Kong and, 
seeing the clothing from Beijing, said to the attendant with amazement! 
Beijing te deep in the interfor and news ian't up-to-date, We're truly 
amazed that you are able to put out clothing etyles which suit foreign 
tastes in dress. 


A man from the "Golden Flower" Corporation in Hong Kong came and after 
viewing Beijing's western clothing said happily, “Previously, I always 
believed that although the workmanship of China's western clothing wae fine, 
it waen't etylieh. There wae no difference between men's and women's 
atyles. Thie time I can see that the styles are great!" Moreover he 
placed a pilot order for 1,000 articles of high-grade western clothing. A 
large group of businesemen gathered before the "Starry Sea" brand 1044 
upright piano, having to find out about the merchandise before it was sold 
out. They quickly tuplored the attendant to let them play it a little. 

A reporter on the scene was thinking even faster: without asking the price, 
he smoothly pulled out @ large stack of bills, and, pointing to the 
dieplay, told the attendant, "I'll take thie one.” The attendant said, 
"Display merchandise can't be sold!" "That's all right, take the money 

in advance, and I'll take it when the exhibition closes.” 


An American tourist, stopping before a harp, looked left and right, then 
asked suspiciously: “Is this harp made wholly in Beijing?" As soon as 
he had received an affirmative response, he said in amzement, “There 
aren't many countries in the world capable of making these; this is 

truly outetanding! Beijing's musical instruments are very seldom seen in 
the American market; more's the pity!" 


Beijing's chemical industry products, machine tools and hardware also 
attracted the interest of many businesemen, with many attendees commenting 
in this fashion: previously, when Beijing was mentioned, it pertained to 
art and cloisonne enamel. It's amazing that there are this many items! 
Amazing. The delegation was amazed, the attendees were amazed. "Then, 
how did thie ‘amazement’ come to be?" This reporter posed this question 
to the delegation. 


The delegation's comrades said: the reason that this exhibition had a fairly 
great effect and fairly good results is mainly attributable to the popularity 
that the capital of the People's Republic Of China enjoys in the hearts of 
compatriots abroad and all the peoples of the world. Our compatriots abroad 
and all the peoples of the world hope for China to become strengthened 

and for Beijing to become the showcase of culture and development in 

China. Their “amazement” carries the idea of their expectations and 
encouragement for Beijing while at the same time it clearly states that 

our familiarity with the situation in Beijing is insufficient. The 
"amazement" of our foreign trade departments states clearly that we know 

too little of the needs and changes in the international marketplace and 

our view is too narrow. On this occasion, representatives of both industry 
and trade from Beijing paid visits to dozens of plants in Hong Kong, 

held many conferences, genuinely broadened their outlook, and increased 
their knowledge. 








for example, why wae it that Beijing shirts never achieved high-grade 
statue’ let wae not until thie vieit that the reason was learned: 
everyone's attention is drawn to the collar. When it underwent only ten 
inepectione, there were no defects on the finished garment but when the 
collare of our ehirte were inepected only twice, many defects were found. 
Additionally, there ie the example of our copper rode, which received mixed 
reactions from the Guangdong Trade Pair, Sometimes they would be described 
a6 good to wee and shortly thereafter it would be said that they were 
useless. Thie time, after inquiry, it became known that the true reason 
wae that disposition of the product had not been made according to the 
requirements of different customers. Additionally, our propaganda had 

not kept abreast of the situation, samples were few, and some products 
didn't even have a manual or directions, and it was very difficult for 

the international market to know about us. It appears that if Beijing's 
foreign trade is contemplating coming to a major exhibition, both ‘ndustry 
and trade should pay attention to understanding the internatione aiket. 
Industrial departments should vigorously produce goods suitable for the 
market based on the international market situation. Foreign trade depart- 
ments must cooperate closely with the industrial departments and routinely 
study and analyze the business situation in the international market, 
which can change drastically in the wink of an eye. Only when we “know 
ourselves and know the others" will "amazement" gradually turn into “knew 
it all along.” 
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POREIGN TRADE 


NANJING BANK IMPROVES CREDIT SERVICES TO SUPPORT FOREIGN TRADE EXPANSION 
Nanjing XINHUA RIBAO in Chinese 28 Jul 80 p 2 


[Article: "Supporting Enterprises In Developing Superiority And Expansion 
Of Exports") 


[Text] The Nanjing Branch Bank of the Bank of China (BOC), in undertaking 
to provide foreign trade credit and foreign exchange credit operations, 
has improved their services and vigorously supports local development of 
economic superiority and expansion of foreign trade exports. 


Preferred Provision Of Purchase Funds For Foreign Trade 


Purchases and exports of our province's light textile products constitute 
in excess of 60 percent of the total province's fiscal year plan. With 
regard to credit resources for purchases in excess of plan, the Nanjing 
branch, BOC, at the same time that it was guaranteeing the supply of 
purchase funds for the plan, also guaranteed purchase funds for developing 
raw and other materials needed by the light textile industry so long as 
the goode are to be sold on the international market, are competitive and 
for which the exchange rate is high. The bank raises the money vigorously 
and provides preferential support. As regards products with sluggish sales 
and low exchange rates in the plan, it strictly controls purchases in 
excess of plan. 


Among export goods from our province, silk cloth is the "fist." The chief 
production locations are Suzhou and Wuxi, and, because silkworm cocoons 
are in short supply, they are facing circumstances of "not having enough 
to eat." Once the bank learned of this situation, they noted special 
characteristics such as the fact that the timing of getting silkworm 
cocoons to market is critical, the area involved is broad, and the 
seasonality is uncompromising. They released advance purchase funds of 
more than 30 million yuan for silkworm larvae for the province, thus 
allowing Suzhou and Wuxi to allocate in a timely fashion silkworm cocoon 
preparation funds of 15 million yuan. They were supported in such a way 
that they could make purchases and store their purchases on the basis of 
quality and quantity and they did not miss out on the opportunity for 
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foreign trade. This developed superiority in exports for the silk cloth 
industry both in Suzhou and in Wuxi. Up to the end of June of this year, 
purchase funds provided throughout the province in the areas of spinning 
and weaving, clothing, light industry and handicrafts have increased by 
24 percent over the same period of last year. 


Strengthen Management Of Credit Funds 


They have coordinated foreign trade departments of the province and at 

one after another chemical industry and machinery import-export branch 
corporation test point centralized management of accounting of scattered 
stored goods. They have changed the situation wherein provincial corpora~ 
tions were "unlinked" from the purchasing "link" by effecting control and 
operations management in a remote fashion, and not taking in their own 
hands the real storage situation. The Nanjing branch of the BOC went over 
the storage accounts and other data belonging to provincial import~export 
branch corporations, and developed a regular analysis of economic activities, 
promoting an even better improvement of operations management by foreign 
trade departments, so that beneficial purchases of quality were pivotal 
and export transactions were expanded. For example at the beginning of 
June, the bank cooperated with the chemical industry's import-export 
branch corporation in undertaking an analysis of storage as of the end of 
May. They discovered that there were 42 types of goods which had been 
purchased in excess of plan without approval, and 34 types of goods which 
were merchandise which had been in storage in comparatively great volumes for 
more than one year's time without turnover. The corporation leaders paid 
utmost attention to these problems, convened conferences with concerned 
departments, quickly adopted measures, put their contracts in order, and 
effected allocation and transfer and changeover for merchandise which had 
been purchased in excess of plan. Owing to the fact that this corporation 
strengthened operations management, the self-managed chemical industry 
exports had by the end of June already fulfilled 102.55 percent of the 
year's plan, an increase of 3.71 times the total for the same period last 
year. 


Flexible Application of Foreign Exchange Loans 


The bank changed the previous monopolistic practice of centralized approval 
for foreign exchange loans. It coordinated concerned departments, 
strengthened research and study, and moreover adopted the method of making 
load agreements directly with production enterprises. Economic responsi- 
bility was made clear and definite and as a condition (for a loan) came 

to be appropriate and approval was granted. Moreover, they expanded the 
scope of use for loans so that just so long as there is a source of 
foreign exchange and there is a capability for repayment with regard to 
the business endeavor, application can be made for use of foreign exchange 
loans to attract facilities or to import raw materials for production. 
Changed was the previous practice whereby loans were made only to 
production enterprises which were producing goods for export. 
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Based on the economic readjustment work situation in our province, they 
have placed emphasis of foreign exchange loans on supporting light 
textiles enterprises in attracting advanced technology and facilities 

and promoting the levels of "extracting latent energy, reforming, restruc- 
turing and improving," so as to expand exports and create more foreign 
exchange. During the first half of this year, there were 13 foreign 
exchange items approved for use in the wool spinning, knitting, and export 
packaging trades. The wool spinning items alone attracted contracts worth 
$29,560,000. If all these items are approved to go into production, 

the productive force of wool spinning will be expanded by 30,000 spindles, 
and wool yearn will increase by 3,000 tone; this will play a great role 

in changing the backward face of our province's wool spinning industry 

and increasing exports. 
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TRANSPORTATION 


REVAMPING TIANJIN'S TRANSPORTATION NETWORK URGED 
Tianjin TIANJIN RIBAO in Chinese 8 Aug 80 p 1 


[Article by commentator: "Rapidly Develop Communications and Transportation. 
Ninth Discuesion on Giving Play to Tianjin's Dominant Economic Position") 


[Text] Communications and transportation are percursore to the development 
of the national economy, and they are also a major component for priority 
development during the period of readjustment in the national economy. 

In order to give full play to Tianjin's dominant economic position, serious 
attention must be given to the development of communication and transporta- 
tion enterprises in Tianjin. 


The industrial and commercial development of any area is inseparable from 
the ease of communications at a given time and in a given place. Tianjin's 
position along a river and facing the sea makes for convenient communica- 
tions, and this has been a major condition making for the city's gradual 
development to become a major industrial and commercial city and an econo- 
mic center of North China. Since Liberation, in particular, Tianjin's 
seaport, aviation, railroads and highways have seen varying amounte of 
development, and they have become a virtual communications and transporta- 
tion network. However, in comparison with the speed of development of the 
entire national economy, transportation and communications in our city 
are rather backward. This is particularly noticeable in the seaport and 
railroads. During this year, a slowing has occurred in the hectic situa- 
tion in our city's communications and transportation in the wake of read- 
justments to the national economy which has curtailed the capital con- 
struction front. In highway transportation units, even a situation of 
insufficient work has come about. It must be realized that as the national 
economy and the import-export trade develops in the future, there will 
inevitably be an increase in the tasks that communications and transporta- 
, tion will have to undertake. Consequently, we must not slacken efforts 
because of temporary slowness or lack of work to do. For the future, the 
goals of the development of communications and transportation endeavors 
in Tianjin will be further construction of an interconnected waterway, 
railroad, and highway transportation hub in which the seaport is the 
centerpiece. 
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in order Co meet requirements for the building in our city of industrial 
bases, foreign (rade and export bases, and science and technology bases, 
the speed of port construction muet be greatly accelerated, The port of 
fianjin te Nerth China's Lergest comercial port, In 1940, construction 
wae begun at Tanggu and Xingang. After two large ecale expansions fol low- 
ing Liberation, there are sow 27 plere of which 12 are 10,000-ton clase 
plere, In 1979, cargo hand! ing capacity reached 12.7 million tone, fven 
eo, it te ettll @ long, long way from being able to satisfy the demands of 
domes: lc and international trade, The port of Tianjin etill has @ long 
cOaetiioe Chat Le net fully esed where the apace for development is large. 
In particular, there te « large eweth of barren land along the seacoast, 
and thie te 4 beneficial condition endowed by nature for the future de- 
velopment of the port of Tianjin. We should make full use of this bene~ 
ficial situation end use every meene to accelerate the speed of harbor 
construction, At the same time, we should make ready the various facilities 
that are part of « port and that serve @ port. Sea-going transportation 
industries, which are intimately related to ports, should aleo see great 
development . 


Railroets too are @ rather urgently needed component of our city's trane- 
portetion and communications endeavor’. Tianjin ie the point of conver- 
gence of the Bei) ing-Shanheiguan and the Tianjin-Pukou lines, and a key 
junction for railroads running to points inside and outeide the Great 
Wall. Whether or not our city's railroad traneportation develops affects 
not only thie city tteelf, but aleo some areas in North China and the 
Northeast. Some of our city's railroad lines have currently reached a 
state of saturation. Freight yard seize is seriously inadequate, and both 
marshalling stattione and train stations are far from being able to satisfy 
demands. in the process of studying long-range planning, the authorities 
concerned plan to construct some new line and marshalling stations, ex- 
pand the sige of freight yards for making tranefers to other lines, and 
readjust and improve old train stations. This is extremely necessary for 
the development of our city's railroad transportation. We hope that these 
things will be done within the shortest time possible and that results 
will soon be seen. 


A great untapped potential exists in our city's highway transportation. 

We must etrive to increase efficiency and reduce costs. The city now has 
more than 25,000 trucks for 2 ton or larger capacity. More than 21,000 

of these are dispersed throughout various government organizations, business 
enterprises, and institutions. Special transportation unite have only 
somewhat more than 4000 of them, amounting to about one-sixth, which last 
year were responsible for transporting almost half the motor vehicle 
freight for the entire city. The vehicles scattered throughout the society 
have « low rate of use, and their transportation costs are high. This 

can be nothing other than « great waste. Beginning in August 1979, our 
city organizationally centralised the freight hauling motor vehicles be- 
longing to government, business enterprises, and inetitutions to form a 
specialized freight transportation corpse, which brought about an increase 
in effictency of more than 50 percent end « very great reduction in costs. 
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This method merits encouragement and should continue to be expanded elee- 
where, Im the future, we should gradually increase the number of vehicles 
in the apecitalized —— age unite, eeduce and constrict the scattered 
use of vehicles in the society, and never again have 4 situation of 
“everybody operating hie own transportation” in which the losses outweigh 
the gains. Simultaneously with the gradual replacement of motor vehicles, 
the standardization of vehicle types and makes, and the reduction of 
coats, specialized transportation units should aleo strive to improve 
their attitude of service, improve the quality of service, and guarentee 
that the transportation needs of production, research, and the people's 
Livelihoods will be met so as to put the coneumere’ minds at ease, Every 
government organization, business enterprise, and inatitution should 
change its attitudes of the past in the use of vehicles in which no 
thought was given to economic accounting but only to the convenience of 
“eating out of a common pot.” They should strive to fix tasks, fix con- 
sumption, calculate costes, and pay attention to economic results. 


Additionally, there should be development of water tranaportation and 
air transportation commensurate with the neede of our city. 


Development of our city's communication and transportation endeavors, 

and the strengthening of organization among various transportation unite 

is extremely important. We have to investigate and etudy, hammer out 
rational programs, and adopt different transportation methods for dif- 
ferent distances and different points. At the present time, pressure on 
our city's railroad transportation ie fairly great. Some short haul trane- 
portation should, insofar as ia possible, be done via the highways or 

via water transportation. Various traneportation methode must be dove- 
tailed using the long points of one to make up for the short pointe of 
others, so that in a situation of no investment or Little investment 
transportation capacity can be greatly increased. Adoption by the Tianjin 
railways department of a coordinated system of traneportation with 
scheduled times, scheduled directions, centralized loading of freieht 

and centralized assienment of care has speeded up the exchange of goods 
between the city and the countryside. From there they went on to begin 

a4 link up with the port, which also yielded quite good results. in 

future, railroad, highway, and water transportation aust be more intensively 
coordinated in a link-up that produces comprehensive transportation and 
uses transportation potential to the maximum extent. 


The development of Tianjin's communication and transportation and the 
guilding of a communications hub in which the port is the centerpiece 
and in which water transportation, the railroads and the highway are 
dovetailed is not the concern of transportation and communications units 
alone. It also requires the active support of all trades and industries 
and of the people of the entire city. For example, railroad construct ion 
and the building of freight yards requires land, and units concerned msut 
accomodate this need to the extent that it is consistent with policy. 
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Likewlee, to increase the efficiency of highway transportation, high 
quality unimpeded highways are needed for which planning, gunicipal con- 
atruetion, and qunic.pal government unite must act a6 4 team. The various 
trades and induetries a6 well the people of our city have done guch work 
in thie respect during the past, and the future will require more very 
great efforte to vie 4 new look to the communtcations and traneportat ion 
of our eity, 
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